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Summary 
 
This research derives from dissatisfaction with the analysis of regional development 
in the new regionalism literature and the global production networks (GPN) literature, which 
either lacks an extra-regional dimension or overemphasizes global-local connectivity. My 
thesis seeks to shed light on a trans-regional dimension of regional development by 
examining the case of the Chaoshan region in China and its Teochew communities that 
transcend regional boundaries. This research argues that regional development is a dynamic 
outcome of coupling between local firms and extra-regional actors within and outside a 
country, while transnational/trans-regional communities sustain this process in special 
historical and institutional contexts. 
Grounded in the GPN studies, this thesis further develops a trans-regional analytical 
framework on regional development, arguing for three mechanisms to explain the external 
coupling of a region: (1) trans-regional organization of production and marketing; (2) trans-
regional communities; and (3) state institutions. This research identifies causal mechanisms of 
communities in facilitating external coupling: reducing information asymmetry, smoothing 
communication, and building trust. Meanwhile, local firms can take advantage of the 
organizational relations between community organizations and state institutions to enhance 
their external coupling process. 
In empirical levels, this thesis uses Chaoshan to illustrate the roles of 
transnational/trans-regional communities in external coupling from a multi-scalar perspective. 
Chaoshan is the common origin region of Teochews within and outside China, and exports 
and domestic sales of local firms both significantly contribute to the regional economy. This 
thesis has found that overseas Teochews triggered the Chaoshan economy in forms of 
facilitating foreign investment and exports during the early post-reform era. From the mid 
1990s, overseas Teochews became less significant due to local institutional obstacles for 
foreign investment and alternative approaches to international markets for local firms. In 
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contrast, domestic Teochews continued to sustain Chaoshan firms’ domestic marketing by 
enhancing market entry, sustaining flexible transactions, frequent communication, and mutual 
trust between local firms and their trans-regional business partners, and strongly connecting 
extra-regional specialized markets of Chaoshan products to the Chaoshan region. In this way, 
local firms benefited from the buzz and market advantages of distant specialized markets. 
These connections also helped foster the growth of local firms with the capability to couple 
within the domestic market. In addition, although overseas Teochew associations failed to 
significantly enhance Chaoshan’s external coupling, domestic Teochew associations provided 
organizational platforms for Chaoshan firms and governments to construct a supportive trans-
regional institutional environment and a trans-regional associational economy for prompting 
the external coupling process.   
The case of Chaoshan demonstrates that not only global-local coupling but also trans-
regional coupling within a country drives regional economic development, while both 
transnational and trans-regional communities facilitate the coupling process. As for key 
contributions, this thesis supplements a trans-regional dimension to the existing GPN 
framework on regional development, and further unpacks the mechanisms of 
transnational/trans-regional communities especially in an evolutionary perspective. Based on 
the empirical findings, this thesis finally proofers policy suggestions for regional development 
in terms of paying more attention to domestic markets and trans-regional communities rather 
than merely attracting foreign investment. 
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 Chapter 1 Introduction 
1.1  “Fifth Avenue style shows its origins”: global networks of Chaoshan 
commodities 
In mid May 2010, China Daily reported a trade fair in Beijing with the title of “Fifth 
Avenue Style Shows Its Origins”. In this fair, all the products were from Chaozhou, a city in 
the Chaoshan region, which is located in the eastern part of Guangdong Province, China. 
Chaozhou suppliers of wedding and evening dresses sold in New York’s Fifth Avenue 
exhibited their own products. Beijing residents were attracted by these ODM (original design 
manufacturer) products with the same standards of design and quality as exported ones 
despite their different brands. As the article described, 
Chaozhou is well known for manufacturing wedding gowns and eveningwear, and exports its 
products to more than 20 countries and regions, including the United States, Spain, Russia and 
Southeast Asian and Middle Eastern countries… "We produce dresses for David's Bridal, the 
ultimate mainstream bridal brand in the US, which recently partnered with Vera Wang, the woman 
who symbolizes the epitome of high-end designer bridal wear," Guo (a stall owner) told METRO. 
Guo was impressed with the interest shown by Beijing residents. "Yesterday, a woman bought 20 
different evening dresses from me. She was amazed by the exquisite workmanship and low prices 
of the gowns. She said it would be a pity not to buy a few for relatives and friends as gifts," said 
Guo (China Daily, 11 May 2010).  
This trade fair was co-organized by the Beijing municipal government, Guangdong 
provincial government, Chaozhou municipal government as well as Guangdong Corporation 
Chamber of Commerce in Beijing and Guangdong Chamber of Commerce in Tianjin. It 
aimed at promoting the domestic sales of key industries in Chaozhou, including the wedding 
and evening industry that was export-oriented. Why did Chaozhou become one of the world’s 
largest production bases of wedding and evening dresses, an industry that is generally 
characterized by the dominant influence of Western culture? How did the production of 
wedding and evening dress emerge in this Chinese city? 
Mr. Jin, an entrepreneur of a top ten wedding dress company in Chaozhou, just 
celebrated the twentieth anniversary of his company after he attended the Beijing trade fair. In 
the Chinese New Year of 1990, Mr. Jin, who was an experienced worker in a local state-
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owned embroidery factory at that time, met Mr. Zhang for the first time. Mr. Zhang was a 
wedding dress trader in Hong Kong and came back to his hometown for this Chinese 
traditional festival. His relative was Mr. Jin’s good friend and so brought him to visit Mr. Jin. 
Mr. Zhang and Mr. Jin chatted happily, exchanging their ideas about embroidery and the 
market of wedding dresses. After three months, Mr. Zhang came to Mr. Jin’s home again. 
This time they seriously discussed the possibility of establishing a wedding dress factory in 
Chaozhou to serve Mr. Zhang’s trading company in Hong Kong. Soon Mr. Jin quitted his job 
in the state-owned enterprise and set up a small private firm specializing in processing the 
embroidery of wedding dresses provided by Mr. Zhang. Mr. Zhang provided not only orders 
but also technical guidance and financial support. He also shared international market 
information as well as management intelligence with Mr. Jin, and even recommended Mr. 
Jin’s design to his customers. With his help, Mr. Jin’s firm was upgraded from processing to 
OEM (origin equipment manufacturer) and then to a hybrid of OEM and ODM. His buyers 
went from Mr. Zhang’s trading company initially to a group of foreign wedding dress 
retailers. Twenty years had since gone. Mr. Zhang was retired several years ago, while Mr. 
Jin became a successful wedding dress entrepreneur in Chaozhou, supplying directly to 
wedding dress retailers in the USA and Europe. Since 2008 he has begun to develop the 
domestic market through attending the trade fair in Beijing mentioned above and opening a 
retail store in Guangzhou, which was managed by his brother in-law. 
Mr. Jin’s story is not unique in Chinese regions that are embedded in transnational 
networks of ethnic diasporas. Local people take advantage of resources from abroad in the 
aspects of finance, information, knowledge, and so on. To understand the economic 
development of these regions, it is important to take into account this kind of non-local assets. 
For instance, ethnic Chinese from all over the world are considered a significant contributor 
to the post-reform development of the People’s Republic of China (PRC) in terms of foreign 
direct investment (FDI) (2007: 90). In 2010 investment from Hong Kong, Macao, and Taiwan 
where ethnic Chinese are located accounted for 58.2% of the total FDI of China (Ministry of 
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Commerce of the PRC). The development of Taiwan Hsinchu’s high-tech industries is 
attributed to its connections with Silicon Valley through transnational Taiwanese (Saxenian, 
1999). In these cases, regional development is led by transnational connections in both 
economic and social aspects. However, this is not the end of the story. A simple causal 
relation between transnational communities and regional development can hardly explain the 
above two stories of Chaozhou.  
In Mr. Jin’s case, Mr. Zhang, a Teochew in Hong Kong, helped him enter 
international markets some 20 years ago. The retirement of Mr. Zhang did not derail the 
development of Mr. Jin’s business. His production expanded rapidly. Apart from exports, Mr. 
Jin also took part in the trade fair in Beijing with an attempt at developing domestic sales. In 
other words, Mr. Zhang’s initial impact as an intermediary between Mr. Jin and the 
international market was withering away, while Mr. Jin was looking for more types of 
connections apart from transnational social ties based on his region of origin. This developing 
trajectory of Mr. Jin’s business points to a changing role of transnational communities for 
regional development over time.  
Furthermore, wedding and evening dress is export oriented due to its industrial 
specificity and cultural orientation towards Western markets, but other industries in the 
Chaoshan region have developed well in the domestic market. In 2008 domestic sales made 
up 67% of the total production of Chaozhou (Nanfang Daily, 9 May 2010). Guangdong 
provincial government selected Chaozhou to hold this trade fair in Beijing primarily because 
of the good performance of Chaozhou products in domestic sales.  That is, products made in 
Chaozhou were not only demanded in international markets but also in the domestic market. 
Over time, transnational connections cannot sufficiently explain regional economic 
development. Similar to transnational diasporas, people from the Chaoshan region also 
disperse in different cities within China, and maintain strong social connections with their 
hometown. In the trade fair in Beijing mentioned above, one of the co-organizers was 
Chaozhou Natives Chamber of Commerce in Beijing, an affiliate operating under the name of 
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the Guangdong Corporation Chamber of Commerce in Beijing. In other words, the 
organization of Teochew trans-regional communities within China engaged in this trade fair 
to enhance Chaoshan firms’ domestic sales. In light of managing economic activities within 
the domestic market, therefore, trans-regional communities rather than transnational 
communities are likely to contribute to the performance of local firms in Chaoshan today.    
Rather than seeking a comprehensive explanation of regional development, this thesis 
attempts to analyze the dynamic relations of transnational/trans-regional communities and 
local economic actors, and to uncover some critical and grounded insights on regional 
economic growth. Regional development results from dynamic interactions of economic, 
social, and institutional actors within and outside regional territorial boundaries. The 
trajectory of regional development may be conditioned by transnational/trans-regional 
communities, which drive local firms’ connections with the extra-regional economic world. It 
is thus central to this thesis to elaborate on the mechanisms of transnational/trans-regional 
communities, based on the common region of origin, in facilitating local firms’ external 
connectivity and in regional development processes. Here, I am not arguing that 
transnational/trans-regional communities should be considered as a necessary condition for 
the economic development of all regions. Instead, my research reveals that the impact of these 
communities on regional development is time-space contingent, as local firms’ organization 
of production and marketing is not permanent and is therefore subject to dynamic 
transformations of processes at different geographical scales and institutional environments. 
With such an evolutionary and relational perspective, this thesis interprets regional 
development through a multi-scalar framework. It focuses on the relations of 
transnational/trans-regional communities and a region’s external economic activities by using 
the case of the Chaoshan region and Teochew communities.  
1.2 A trans-regional perspective on regional development 
In recent years there has been a resurgence of research interest in the region as a scale 
of economic organization in the context of economic globalization within economic 
	  	  5	  
geography and regional development studies (Amin and Thrift, 1994; Christopherson and 
Clark, 2007; Cooke and Morgan, 1998; Scott, 1988a; Scott, 1998). Global economic 
integration leads to heightened regional and local specialization. Regional economies, rather 
than national economies, are now the foci of wealth creation and world trade (Krugman, 
1991; Ohmae, 1995). Based on experiences in North America and Western Europe, 
researchers, especially those in the literature of new regionalism (Morgan, 1997; Saxenian, 
1994; Storper, 1997), consider regional development as a territorialized outcome of a peculiar 
set of regional assets, which support a region to win in global competition. The notion of 
industrial or business “clusters” in regional economies has become highly popular in this 
field.  
Later on, some researchers have begun to realize the overemphasis of intra-regional 
factors and prefer to examine regional development within the dynamics of global-local 
connectivity. Regional development is viewed as dependent on the economic, social, and 
institutional connections between the region and the external world (Coe et al., 2004; Hess, 
2004). Instances from developing regions demonstrate that interactions with global economic 
actors, rather than endogenous innovative capabilities only, are essential for regional 
development (Scott and Garofoli, 2007a; Yeung, 2009b). These transnational economic 
transactions are sustained by social and institutional factors, such as international 
organizations, transnational communities, and state institutions. By understanding regional 
development as a trans-regional interactive process, this thesis is situated in the above debate 
on regional economic development in the globalization era. 
In particular, my research contributes an important and novel dimension to 
understanding regional development in globalization within a trans-regional framework: the 
role of domestic markets. As networks have become “the foundational unit of analysis for our 
understanding of the global economy” (Dicken, 2007: 91), the process of regional economy 
should be analyzed on the basis of a network approach, especially through the global 
production networks (GPN) framework that explains the linkages contributing to regional 
firms’ performance. According to the GPN literature, regional development is dynamic 
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outcomes of the interacting coupling process of regional actors in global production networks. 
However, this existing literature pays attention to global-local linkages while neglects 
networks within a country. Scott and Garofoli (2007b) have argued that in developing 
countries it is especially important to promote the access of industrial clusters to international 
markets. As for regions located in a country with a large domestic market, the access to 
domestic markets can also be very crucial for regional development. In addition to absorbing 
regional products, the domestic market may serve as a platform through which local firms 
develop upgrading activities (e.g. from OEM to ODM), or as a bargaining source to attract 
foreign investment (Liu and Dicken, 2006; Tewari, 2006). Therefore, global-local 
connectivity may not be enough to explain regional development. Both international and 
domestic dimensions should be taken into account together in a single analytical framework. 
Based on the GPN framework, I interpret regional development as a coupling process 
between regional and extra-regional actors, conditioned by the organization of production and 
marketing, transnational/trans-regional communities, and state institutions. 
Adding the domestic dimension into the GPN analytical framework, this thesis 
primarily seeks to further the research on trans-regional communities for regional 
development. Studies of the new regionalism have revealed that local communities support 
collaborative networks of firms and other actors, and facilitate regional development. 
However, non-local communities may also contribute to regional development. Several 
researchers examine the role of transnational communities in linking regional firms and 
corresponding actors in other countries (Saxenian, 2002; Saxenian and Hsu, 2001; Yeung, 
1997, 2000). The GPN literature considers transnational communities as a facilitating 
mechanism for coupling between local firms and global firms, which leads to regional 
development. However, communities are not necessarily trans-national. They are also likely 
to be rooted in a common regional origin, but transcending regional boundaries within a 
country, i.e. trans-regional. Regional firms’ external economic activities may thus be 
embedded in trans-regional communities within the same home country. Hence, this thesis 
compares the roles of transnational and trans-regional communities within a country in 
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regional development, particularly in terms of the external economic transactions of regional 
firms. In doing so, I demonstrate different mechanisms of transnational/trans-regional 
communities in facilitating regional firms’ external coupling activities: (1) reducing 
information asymmetry; (2) enhancing trans-regional communication; and (3) developing 
social trust. Local firms’ organization of production and marketing determines the ways in 
which these mechanisms work for external coupling. Trans-regional communities within the 
same country may play a different role from transnational communities when regional firms 
pursue different coupling strategies in international markets and the domestic market. 
The influence of trans-regional communities in a region’s coupling process shows 
that regional actors’ economic activities are embedded in not only local, but also trans-
regional social and cultural environments. My research hence complements the critique of the 
“overterritorialized concept of embeddedness” (Hess, 2004: 174). Furthermore, I argue for an 
evolutionary perspective when examining this “non-territorialized embeddedness”. The 
coupling process is time-space contingent, which resembles a form of temporary coalition of 
different actors and institutions (Yeung, 2009b). This implies that the role of 
transnational/trans-regional communities is not permanent during a region’s coupling process. 
Rather than just demonstrating the importance of communities as often does in contemporary 
research on transnational communities, this thesis aims at exploring the different conditions 
under which transnational and trans-regional communities facilitate regional development. 
For example, Chapter 6 will illustrate how transnational communities helped bridge the 
region to international markets, but with industrial development over time, other channels 
such as exhibitions and on-line business replaced the significance of transnational 
communities. As the transnational organization of production and marketing by regional firms 
changes over time, the functions of communities for the coupling process vary. 
Other than focusing on a region in the rigidly territorial sense, examining trans-
regional communities provide opportunities for us to reconsider a region in a relational way. 
One key advantage of a cluster is the generation and transmission of tacit knowledge, that is, 
buzz within the cluster that enhances communication, cooperation, and collective learning, 
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and eventually facilitates regional development. However, as noted by Bathelt et al. (2004), 
buzz is not always local. Bathelt and other researchers have illustrated joint action frames and 
projects that can create buzz among actors in different places (Bathelt and Schuldt, 2008, 
2010; Trippl et al., 2009). This thesis will show that trans-regional communities also transmit 
buzz between two regions through business and social ties. This trans-regional buzz 
strengthens a region’s external connections, and helps it benefit from assets of a distant 
locality. 
Apart from informal ties based on transnational/trans-regional communities, 
community organizations will be examined as well in this thesis. Amin and Thrift (1994) 
have highlighted a strong institutional presence crucial for regional collaborative networks 
and hence regional development. Trans-regional community organizations on the one hand 
serve as an organizational channel for regional firms to deal with external business issues; and 
on the other hand cooperate with regional institutions to conduct collective actions that 
enhance the coupling process. In light of Cooke and Morgan’s (1998) view on an 
associational economy, these community organizations cooperate with local institutions and 
build up a trans-regional associational economy for regional development. Hence, regional 
development is dependent on local actors’ interactions with external ones. During this 
coupling process, trans-regional communities offer relational proximity for local actors and 
their non-local partners.  
In all, furthering the GPN framework through the significant addition of a domestic 
dimension, this thesis argues that the dynamic roles of trans-regional communities should be 
taken into account in the geographical analysis of regional development. Admittedly, regional 
development consists of economic and social dimensions. Due to the space constraint, this 
thesis mainly focuses on economic growth through examining local firms’ activities and 
performance, as firms are key players of the external coupling process. Although this research 
centres on transnational/trans-regional communities, it does not imply that communities are 
the most important determinant of a region’s external coupling. Rather, this facilitating 
mechanism works only within peculiar historical context, conditioned by the organization of 
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production and state institutions. Furthermore, state institutions may play a crucial role in 
shaping the regional economy, especially in China. The impact of state institutions on 
external coupling is not necessarily intermediated through transnational/trans-regional 
communities. Given the research foci, however, this thesis will not tackle all explanatory 
factors of regional development, but primarily try to unpack how transnational/trans-regional 
communities influence local firms’ external coupling activities and then facilitate regional 
economic growth. The Chaoshan region in China provides an appropriate case for exploring 
this issue empirically.    
1.3 The Chaoshan region and the Teochew community 
 The Chaoshan region (潮汕地区) refers to the settlement of Teochews, one of three 
main sub-ethnic groups of Chinese in Guangdong, and it is located in the eastern part of 
China (see Figure 1-1). This group of people speaks Teochew dialect and shares Teochew 
culture. They maintain their Teochew identity even if they live outside the Chaoshan region.1 
So this thesis classifies them into three groups:	  local Teochews who live within the Chaoshan 
region, domestic Teochews who live in other cities and regions of China outside Chaoshan, 
and overseas Teochews who are outside China2. The Chaoshan region was under the same 
government till Shantou (also spelled as Swatao 汕头) became an independent harbor city in 
the 1920s. After 1949 most parts of this region were integrated as a single city of Shantou. 
Since 1991 Shantou has been divided into three municipal cities: Shantou, Chaozhou, and 
Jieyang. Today the Chaoshan region primarily refers to these three cities adjacent to each 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  1	  Admittedly,	  “Teochew”	  is	  not	  an	  explicit	  term.	  Hereditary	  reason,	  citizenship,	  place	  of	  residence,	  ancestry,	  and	   language	   can	   be	   used	   to	   define	   someone	   as	   Teochew.	   That	   is	  why	   there	   is	   no	   accurate	   figure	   of	   the	  population	   of	   Teochews.	   In	   this	   thesis,	   Teochews	   refer	   to	   people	   who	   consider	   themselves	   and	   are	  considered	  as	  Teochews.	  In	  other	  words,	  this	  thesis	  discusses	  Teochews	  in	  the	  sense	  of	  identity,	  particularly	  those	  with	  economic	   relations	  with	   the	  Chaoshan	  region.	  Moreover,	   it	   should	  be	  noted	   that	  people	  might	  emphasize	  their	  identity	  of	  Teochews	  not	  only	  due	  to	  emotional	  affiliation	  but	  also	  because	  of	  instrumental	  purpose,	  such	  as	  business	  interests.	  	  	  	  2	  In	  fact	  Teochews	  located	  in	  countries	  outside	  China	  do	  not	  necessarily	  have	  the	  nationality	  of	  China.	  For	  the	   sake	   of	   convenience,	   this	   thesis	   use	   the	   term	   “overseas	   Teochews”	   to	   describe	   those	   living	   outside	  mainland	   China.	   They	   include	   those	   in	  Hong	  Kong,	  Macao,	   and	   Taiwan,	   as	  my	   informants	   and	   reports	   of	  government	  documents	  and	  newspapers	  do.	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other.3 This area is about 10,420 km
2
, with a population of 14 million, accounting for 5.8% of 
the total area of Guangdong Province and 13.4% of the provincial population. The Chaoshan 
region provides an appropriate case to illustrate the relations between transnational/trans-
regional communities and regional development because of its well known Teochew business 
networks across regions and countries, as well as its economic developing trajectories. 
 
Figure 1-1 Location of the Chaoshan region 
 
 
Source: Compiled by the author. 
 
 
 In history, the economy of the Chaoshan region depended heavily on transnational 
and trans-regional Teochew communities. In the early twentieth century, Shantou emerged as 
an important harbor city for transit trade, particularly in the international business networks 
spanning Shantou, Shanghai, Hong Kong, Thailand, and Singapore (Lin, 2008). The total 
cargo volume through Shantou Port in 1934 ranked as the third in China, after only Shanghai 
and Guangzhou (Chen et al., 1994: 189). Teochews inside and outside the Chaoshan region 
dominated these trading networks by controlling shipping, ports, and export-import trading 
firms. During the 1930s, 70% to 80% of exports from Shantou Port targeted Southeast Asia, 
where overseas Chinese, especially overseas Teochews, were clustered (Lin, 2008). Rao 
(1965: 871) estimated that in the 1930s, 40% to 50% of the entire population in the Chaoshan 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  3	  In	   this	   thesis,	   all	   statistical	   data	   on	   the	   Chaoshan	   region	   are	   calculated	   by	   the	   author,	   through	   the	  aggregation	  of	  statistics	  on	  the	  three	  municipalities	  of	  Shantou,	  Chaozhou,	  and	  Jieyeang.	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region lived on remittances, while 80% to 90% of houses in villages were built on the basis of 
the money remitted by overseas Teochews. 
 World War II and later the establishment of the People’s Republic of China disrupted 
the connections between overseas Teochews and their hometown. Trans-regional business 
based on the domestic Teochew community also ceased to operate under the centrally 
planned and command economic system. Overseas Teochews utilized their networks rooted 
in a common regional origin to facilitate their business in host Asian countries or their 
transnational economic transactions (Redding, 1990; Yeung, 2000). They established 
associations to institutionalize local, national, and even global networks in the forms of 
chambers of commerce, clan associations, biyearly conference organizations, and so on. To 
illustrate the worldwide Teochew community, Figure 1-2 shows the countries where there are 
Teochew associations. During the past two decades, Teochews living in cities and regions of 
China outside Chaoshan have also set up their associations (Figure 1-3). This phenomenon 
points to the reemergence of domestic Teochew communities within China. 
 
Figure 1-2 Geography of Teochew associations in the world 
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Source: The data are based on the website of Teochew associations (www.chaoren.com), compiled by 
the author. 
 
With the economic reform carried out in Southern China, the Chaoshan region was 
chosen in 1981 as one of four special economic zones (SEZ) mainly because there were many 
overseas Teochews in Southeast Asia who were supposed to provide additional economic 
resources to the Chaoshan region (Deng, 1993: 366).4  This led to the reconnections between 
overseas Teochews and their home region. From the late 1980s to the early 1990s, foreign 
owned enterprises (FOE) in Shantou SEZ accounted for one sixth of the total number of 
FOEs in China. In 1990, the value of foreign invested enterprises (sanzi qiye) contributed to 
70% of the gross industrial value of Shantou SEZ (Du and Huang, 1996: 96; 193). Although 
there are no precise data about the percentage of overseas Teochews among foreign investors, 
my interviews with officials in the trade and foreign affairs departments as well as 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  4	  According	   to	   the	   government	  website	   of	  Chaozhou,	   there	   are	   about	  2	  million	  overseas	  Teochews	   in	   the	  world.	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government documents have all revealed the majority of foreign investment in the Chaoshan 
region coming from overseas Teochews. 
 The economy of Chaoshan has been developing rapidly since the economic reform. 
The gross domestic production (GDP) grew from 1.26 billion yuan in 1981 to 277.1 billion 
yuan in 2010. Industrial clusters have emerged and driven regional economic development. 
Figure 1-4 demonstrates that apart from the Pearl River Delta, Chaoshan is another area 
characterized as industrial clusters in Guangdong. Take Chaozhou for example. There are 
now eight key industries in Chaozhou: ceramics, clothing, food, printing, plastics, electronics, 
stainless steels, and aquarium equipments. In 2008 their production value accounted for 
64.61% of the region’s gross industrial value (Chaozhou Bureaus of Statistics, 2009). Among 
12 industrial clusters in Chaozhou recognized in Guangdong Economic Yearbook 2007, nine 
came from these key industries. 
Figure 1-4 Industrial clusters in Guangdong Province 
 
Sources: Guangdong Economic Yearbook 2007, compiled by the author. 
 
 
Before 2000 the Chaoshan region was an export-oriented economy, but today 
domestic sales contribute significantly to regional production. From 1991 to 1999, the share 
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of exports in GDP was always above 40% and the year 1994 reached the peak as high as 70%. 
However from 2000 to 2010, this share did not go beyond 34%. Chaozhou Daily (23 April 
2011) reported that as for firms with annual production value over five million yuan, in the 
first half of 2011 their domestic sales made up 74.6% of their total sales value. In other words, 
international and domestic markets are now both significant for regional firms’ production in 
Chaoshan. 
 In short, the Chaoshan region serves as a befitting case for the study of 
transnational/trans-regional communities and regional development. First, Chaoshan is a 
hometown for both overseas Teochews and domestic Teochews, who maintain their Teochew 
identity and regional ties when living outside Chaoshan. That is, we can examine 
transnational/trans-regional communities through the lenses of these Teochew networks. 
Second, the history of Chaoshan economy and the early post-reform development point to the 
contributions of transnational/trans-regional Teochew communities to Chaoshan economic 
development. This thesis explores whether these communities matter for the contemporary 
economy of Chaoshan. If the answer is yes, then the case of Chaoshan helps further the 
understanding of regional development facilitated by non-local communities. If not, 
unpacking the reasons and changes provides rethinking of the role of these communities in 
regional development.  
Third, the case of Chaoshan offers both international and domestic dimensions with 
regards to external economic transactions and non-local communities. Since one of the 
important contributions of this thesis is the addition of a domestic dimension to the GPN 
framework for regional development, Chaoshan is a good case to examine it empirically. Last 
but not least, as one of the earliest SEZs, Chaoshan was opened to international trade from 
1981 and reconnected with overseas Teochews, and so its developing process in three decades 
provides an opportunity to employ an evolutionary perspective on the research topic. 
Therefore, this thesis focuses on the Chaoshan region, attempting to reveal whether and how 
overseas Teochews and domestic Teochews shape local firms’ external economic activities.       
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1.4 Organization of thesis 
This thesis has nine chapters. After a general introduction to my research in this 
chapter, Chapter 2 provides a literature review of regional development studies, especially 
those in economic geography. I summarize this vast and diverse literature into three strands: 
organizational, cognitive, and socio-institutional approaches. Every strand explores local and 
non-local factors of regional development from different dimensions. Based on this critical 
review, I argue for a relational and multi-scalar perspective for this topic. 
According to the literature review, I situate my framework in the theoretical debate 
involving the endogenous assets perspective and the external coupling perspective. The latter 
offers the point of departure for this thesis. Adapting from Yeung’s (2009b) GPN framework 
of regional development, Chapter 3 further develops a trans-regional framework by focusing 
on a domestic dimension. Given regional development as a coupling process, this framework 
takes into account the organization of production and marketing, trans-regional communities, 
and state institutions in a region’s external coupling. Local firms’ external coupling is realized 
through their trans-regional organization of production and marketing. With a research focus 
on trans-regional communities, this chapter unpacks their mechanisms of facilitating local 
firms’ external economic activities, as well as how the interactions between communities and 
state institutions shape the coupling process. 
Chapter 4 addresses methodological issues and reflects on doing field research in 
China. I elaborate the importance of conducting personal relations (guangxi) in the field, 
which leads to some limitations of utilizing certain methods discussed in literature. A flexible 
and reflective attitude is emphasized during the on-going process of fieldwork. Subsequently, 
I detail methods of data collections in light of my research objectives, strategies, and validity. 
My data include written documents, observations, interviews, and questionnaires. Finally this 
chapter discusses ethical issues and positionality pertaining to doing qualitative research in 
the field. 
Chapters 5 to 8 are empirical analytical chapters about Teochew communities and the 
economic development of Chaoshan in terms of external coupling. Chapter 5 provides a 
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general overview of the Chaoshan economy in the recent three decades. Chapters 6 to 8 focus 
on the interactions between Teochew communities and local firms’ external economic 
activities. Chapters 6 and 7 examine overseas Teochews and domestic Teochews respectively, 
in light of informal ties on the basis of Teochew transnational and trans-regional 
communities. Chapter 8 turns to an institutional perspective and pays attention to how 
Teochew associations, together with state institutions, impact on regional development. 
Specifically, Chapter 5 demonstrates the evolution of the Chaoshan economy. From 
the 1980s to the early 1990s, this region experienced economic take-off driven by foreign 
investment and exports, with the help from overseas Teochews. The next two decades 
witnessed a changing pattern of economic growth. With declining dependence on foreign 
investment, local firms became key economic actors whereas the domestic market began to be 
more crutial. After 2000, the Chaoshan economy can be characterized as clusters of several 
industries and a hybrid coupling in forms of strong exports and domestic sales. At the end of 
this chapter I introduce three key industries in Chaoshan, which provide representative cases 
for the following discussion. 
Chapter 6 examines the role of overseas Teochews for the regional development of 
Chaoshan. I propose two patterns of transnational coupling: through FDI and through exports. 
Overseas Teochews served as major investors in Chaoshan and helped local firms’ exports 
before the mid 1990s. However, overseas Teochews became less significant thereafter. To 
account for this changing role, I argue that local institutions influenced whether overseas 
Teochews would like to serve as investors. In addition, depending on the way of local firms’ 
coupling with international markets, overseas Teochews enhanced their exports mainly 
through reducing information asymmetry, but this function was substitutable. With the 
development of industrial clusters, local firms could take advantages of other approaches to 
international markets and hence became less dependent on overseas Teochews. 
In contrast to overseas Teochews, trans-regional communities within China 
contributed significantly to the Chaoshan region’s external coupling today. This is examined 
in Chapter 7. Chaoshan firms developed domestic sales rapidly after 2000. To manage their 
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domestic marketing networks, local firms utilized non-local distributors, some of whom were 
Teochews. Domestic Teochews usually facilitated market entry and conducted flexible 
transactions and frequent communication with local firms. Furthermore, through clustering in 
specialized markets, Teochews cooperated within and across industries to enhance their 
competitiveness. The integration of business networks and social networks connected 
strongly specialized markets of Chaoshan products to the Chaoshan region. In this way, local 
firms benefited from buzz and market advantages of distant specialized markets. These 
connections also helped cultivate the growth of local firms with the ability to couple within 
the domestic market.  
Chapter 8 pays attention to organizations of transnational/trans-regional communities 
and state institutions with regards to local firms’ external coupling activities. Teochew 
associations within China offered a platform for local firms to benefit from non-local assets 
and to smooth their trans-regional transactions. Furthermore, these associations cooperated 
with local industrial associations and governments to build up a trans-regional associational 
economy to create trans-regional collaborative networks for Chaoshan’s external coupling. 
The chapter also discusses the role of overseas Teochew associations in Chaoshan’s coupling 
process and reveals a contradictory mismatch arising from the less significance of overseas 
Teochew associations for Chaoshan economy and the high expectation from state institutions 
in Chaoshan. Local firms lacked appropriate channels to represent their demands, which also 
hampered the transnational collaboration between overseas Teochew associations and 
Chaoshan governments to facilitate external coupling.   
In concluding this thesis, Chapter 9 offers a review and summary of my multi-scalar 
analysis of Teochew communities and the external coupling process of the Chaoshan region. 
Based on these findings, I then provide an overview of policy implications according to my 
empirical studies. After discussing some limitations of this research, this chapter provides 
several directions for further research aiming at engendering a more comprehensive and 
dynamic understanding of regional development. 
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 Chapter 2 Literature review of regional development: 
organizational, cognitive and socio-institutional approaches 
2.1 Introduction 
Regional development has long been a central issue in economic geography. 
Admittedly regional development should be measured according to a variety of variables, 
from economic performance to social welfare and equality. This thesis, to be specific, 
discusses regional development in terms of economic growth. The processes of economic 
development are associated with uneven spatial patterns, and this spatial condition is actually 
part of the mechanism of economic growth (Scott and Storper, 2003). Through revealing the 
relation between the region and its growth mechanism, geographers have contributed a 
distinctive perspective to understanding regional economic development. Contemporary 
studies in this field cover a wide variety of issues, such as industrial districts, agglomerations 
and clusters, learning region and regional innovation system, regional development in 
economic globalization, and so on. Some researchers focus on regionally specific 
endowments that facilitate regional economic growth, while others consider regional 
development as driven by “trans-regional processes” which include intra-, inter-, and extra-
regional processes (Yeung, 2009b: 327). In other words, the former discusses intra-regional 
explanatory factors for regional development, while the latter develops a trans-regional focus 
by examining variables at different spatial scales that shape the regional economy.  
Furthermore, economic geographers interpret regional development from different 
analytical perspectives. Inspired by Lagendijk’s (2006: 388) genealogy of “territorial 
innovation models”, I group this vast and diverse literature into three strands: organizational, 
cognitive, and socio-institutional approaches (see Table 2-1). Proponents of organizational 
approaches consider firms as the main analytical focus and the organizational form of 
production as a key factor to explain regional economic growth. Cognitive approaches 
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provide a more micro foundation for understanding regional development, pointing especially 
to information transfer and the innovative capability of firms within the region. Realizing the 
importance of institutional support and social background for economic activities, economic 
geographers also pay attention to non-economic factors of regional development from a 
socio-institutional perspective. This chapter primarily reviews economic geographers’ 
research on regional economic development in relation to these three strands as well as their 
analytical scales, and finally I offer an integrated critique of these approaches. 
Table 2-1Three approaches for understanding regional development 
Approach Thematic concepts Explanation of regional 
development 
Key authors 
Organizational  • Marshallian districts 
• New industrial spaces 
• Neo-Marshallian nodes 
• Diversification of 
industrial districts 
 
• Flexible organization and 
vertical integration of 
production 
• Position in global cooperate 
networks 
• Extra-regional forces for 
shaping regional industrial 
structures 
• Michael Piore 
• Charles Sabel 
• Allen Scott 
• Michael Storper 
• Ash Amin 
• Nigel Thrift 
• Ann Markusen 
• Sam Ock Park 
Cognitive  • Tacit knowledge 
• Spatial proximity 
• Relational proximity 
• Face-to-face contact and tacit 
knowledge transfer  
• Spatial proximity for 
knowledge creation and 
transfer 
• Relational proximity for 
knowledge creation and 
transfer 
• Peter Maskell 
• Anders 
Malmberg 
• Michael Storper 
• Phil Cooke 
• Harald Bathelt 
• Ron Boschma 
Socio-
institutional 
• Regional institutional 
arrangements 
• Regional social norms 




• Strategic coupling with 
global production 
networks 
• Cooperative and supportive 
institutions 
• Trust, conventions, tacit 
knowledge and collective 
learning 
• Power relations of institutions  
• Transnational social networks, 
knowledge transfer and 
globalization 
• Coupling between regional 
assets and global production 
networks 
 
• Ash Amin 
• Nigel Thrift 
• Phil Cooke 
• Kevin Morgan 
• Allen Scott 
• Michael Storper 
• Jamie Peck 
• Neil Coe 
• Martin Hess 
• Henry Yeung 
Source: Compiled by the author. 
 
2.2 Organizational approaches to regional development 
Researchers have theorized the organizational forms of production in shaping 
characteristics of regional economic activities and performance. In the debate of Fordism 
versus post-Fordism during the mid 1980s through to the mid 1990s, proponents of flexible 
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production system argued that regional economic growth resulted from the adoption of a 
flexible form of production organization that replaced mass production commonly found in 
Fordism (i.e. Piore and Sabel, 1984; Scott, 1988b; Storper and Scott, 1992). Industrial 
districts were forcefully argued to be the new paradigm for regional development and the 
Italian model, or Marshallian districts, and new industrial spaces were mainly discussed in 
terms of their positive role for regional development, especially from the perspective of 
organizational characteristics during this period.  
From the 1990s onward, economic geographers reflected on this debate and the 
intense critique led to two important directions of progress in regional development studies. 
On the one hand, regional development was still explored from the organizational dimension, 
but researchers also expanded their analytical foci from regional variables to non-regional 
ones, associated with studies of transnational corporations (TNCs) and economic 
globalization (i.e. Amin and Robins, 1990; Amin and Thrift, 1992; Markusen, 1996; Park, 
1996; etc.). On the other hand, researchers attempted to explain why such a form of 
organization of production could be carried out better in certain regions and turned their 
research attention to the supporting social institutional context. This literature will be 
reviewed in the section about socio-institutional approaches.  
2.2.1 Intra-regional analysis: Marshallian districts and new industrial spaces 
The debate on regional modes of production was triggered by Piore and Sabel’s 
(1984) The Second Industrial Divide. To them, the second industrial divide was characterized 
by a transition from the technological paradigm of Fordism to flexible specialization. The 
economic slowdown was associated with the crisis of the Fordist production system, in which 
the mass production of standardized products with dedicated machines and relatively 
unskilled workers were unable to meet the rapidly growing consumer demand for specialized 
and differentiated goods. Therefore, flexible specialization, a new form of organization of 
production, emerged. As evident in the networks of technologically sophisticated, highly 
flexible manufacturing firms in central and northwestern Italy, they argued, 
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Flexible specialization is a strategy of permanent innovation: accommodation to ceaseless 
change, rather than an effort to control it. This strategy is based on flexible-multi-use-equipment; 
skilled workers; and the creation, through politics, of an industrial community that restricts the 
forms of competition to those favoring innovation. For these reasons, the spread of flexible 
specialization amounts to a revival of craft forms of production that were emarginated at the first 
industrial divide (Piore and Sabel, 1984: 17).  
 
Most research in this genre was descriptive and its empirical foundation was usually 
built on Western European regions, especially the Third Italy (e.g. Lazerson, 1988; Murray, 
1987; Piore and Sabel, 1984; Russo, 1985). These regions were made up of small, family and 
craft-based firms. To this extent they were similar to Marshallian districts, specializing in 
particular industries, such as textiles in Prato, engineering and ceramics in Emilia Romagna, 
and so on. Main features of these industrial districts can be summarized as the bellow. First, 
the districts incorporated a number of small and medium enterprises (SMEs), each of which 
tended to cover an individual phase of production. They were connected by specialized 
transaction networks and coordinated by explicit forms of trust and cooperation. Second, the 
localized networks of firms had the capacity to adjust product specification to meet the ever-
changing market demand due to the practical skills of local workers and the specificity of the 
production formula. Third, the combination of organizational intelligence, experimental and 
practical skills, creative and inventive talent, craftsmanship, and technical abilities made these 
districts innovative, dynamic and competitive in the global economy (Sforzi, 2003).  
Later research in this literature strand provided detailed case studies and revealed the 
differences among European regions (e.g. Cooke and Morgan, 1990; Storper and Scott, 1992; 
etc.). For example, Courault and Romani (1992) argued that the decentralization of 
production system in Italy relied upon the significant mobility of workers among different 
small firms, while in France decentralization took the form of geographical decentralization 
of units within a given firm. Inter-firm mobility of workers played the central role in the 
production flexibility of Italian industrial districts, whereas intra-firm labor mobility was 
dominant in France. Thus, a more nuance and grounded exploration was required and these 
areas were studied from the socio-institutional perspective since then. The concept of 
industrial districts has also been employed in contemporary China studies. Recent work by 
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Wei et al. (2007) argued that Wenzhou, a rapidly growing region in China, represented a 
classic Marshallian district. Wenzhou model in essence was a system of production centered 
on family enterprises and embedded in thick and historically rooted local institutions.  
In comparison with Piore and Sabel’s research, some geographers discussed flexible 
production from a transaction-cost-based perspective on changing industrial organization. 
Scott’s (1988b) explanation of “new industrial spaces” relied on the capitalist logic of 
accumulation and transaction cost reduction. Scott (1988a; 1988b) argued that flexible 
production emerged from a specific moment of the capitalist development. The Fordist 
regime of accumulation had flourished strongly for several decades in the post-War era. Since 
the 1970s, this regime had entered into a period of crisis, and an alternative regime of 
accumulation had begun to take place. This new regime was founded on certain industrial 
sectors such as artisanal and design-intensive industries, high technology industries and 
service industries. The vertical disintegration of production and the flexibility of the 
deployment of capital and labor enhanced the growth of production complex, which would 
provide diverse input options at increasingly lower prices due to the existence of external 
economies of scale. In other words, 
As long as the pool of external economies is expanding, individual producers can find within the 
organizational structure of the complex increasingly diverse input options at increasingly lower 
prices; and the complex thus continues to grow recursively by reason of its own inner 
momentum of falling production costs (Scott, 1988b: 130).  
 
In contrast to the old centers of Fordist mass production associated with high level of 
worker unionization, flexible production complexes formed new propulsive growth centers of 
the world economy and they were named as “new industrial spaces”, such as the Third Italy, 
the Cambridge corridor in the UK, the Greater Paris region in France, and Colorado Spring 
and the Orange County in the US, and so on. Regional development was mainly shaped by 
the flexible organization of production due to lower transaction costs realized by the co-
location of suppliers, producers, and customers. For instance, in Silicon Valley, 
semiconductor production was sustained by a web of intra-regional transactional relations 
among many different and independent but functionally related producers. The locational 
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correlation of semiconductor manufacturers with many of their main customers also reduced 
the cost of transactions between these two groups of firms. Hence, firms there were able to 
take advantage of the external economies and to enjoy flexible transactions-intensive relations 
with one another (Scott, 1988b).  
This concept of new industrial spaces was subsequently deployed in the research of 
regional development, particularly through considering the flexible form of production in 
different growth regions (e.g. Amirahmadi and Wallace, 1995; Henry, 1992; Storper and 
Walker, 1989). Apart from Western Europe and North America, Scott (1992) included some 
regions in newly industrializing economies (NIEs) in this category such as Hong Kong, 
Singapore, South Korea, Taiwan, and Brazil, since their economic bases consisted primarily 
of flexibly organized production sectors. For instance, Hong Kong contained related 
subsectors linked together through small and medium family-owned enterprises to adapt to 
rapid and continual change. Limited job security and the ups and downs of production shaped 
a quite fluid labor market. Meanwhile, the success of Hong Kong also depended on collective 
control that included publicly owned land and high-quality public housing (also see Castells 
et al., 1990). Similar to the socio-institutional critique of Marshallian districts, researchers 
were not sufficiently aware of the social and institutional supports for new industrial spaces. 
A flexible production system could not work well without corresponding institutions, just as 
the Fordist production system was associated with the Keynesian mode of regulation. This 
broadening of analytical scope has led to another research direction through the socio-
institutional approaches in regional development studies, which will be examined in section 
2.4. 
2.2.2 Trans-regional processes: neo-Marshallian nodes and the diversification of 
industrial districts 
Meanwhile, other geographers pointed out that the regional scale was not sufficient to 
understand regional development from the organizational perspective. They situated 
Marshallian industrial districts in global networks and illustrated the spatially diverse 
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processes shaping industrial districts through extra-regional firms and non-economic actors. 
As early as three decades ago, Dicken (1976) and Massey (1979) pioneered this idea of extra-
regional linkages. Dicken (1976) illustrated the geographical shifts of control in terms of the 
acquisitions of headquarters in the states of the US. He argued that increasing external control 
of a region’s economic activities might reduce the region’s economic prosperity and viability. 
Massey (1979) elaborated on spatial inequality in the UK through the concept of spatial 
divisions of labor and concluded that a regional problem would not result from the region 
itself but rather by the changing spatial organization of production. During the post-Fordism 
debate, Schoenberger (1988) further pointed out that the shift of production regime from 
Fordism to flexible accumulation was related to changing international competitive strategies 
of TNCs and the spatial reorganization of production at an international scale. According to 
these scholars, the literature on post-Fordist production had rather limited analytical power 
because of its ignorance of the emerging global corporate networks (Amin and Malmberg, 
1992; Amin and Robins, 1990). Nowadays regions or industrial districts were commonly 
made up of varying ensembles of parts of enterprises (Dicken and Thrift, 1992). In contrast to 
research on Marshallian industrial districts and new industrial spaces, these scholars argued 
that regional development depended on the region’s relations with other parts of production 
that were globally dispersed.  
Amin and Thrift (1992) named Marshallian industrial districts in global networks as  
neo-Marshallian nodes and offered two examples. From the mid 1980s, Santa Croce in Italy 
faced increasing competition in international markets of fashion-oriented tanneries from 
Southeast Asia. This region remained as a central node with artisan ability, product and 
design innovation, and commercial acumen within the sector of international fashion-oriented 
leather goods by possessing a local institutional capability to respond collectively to intense 
external competition. The City of London emerged as “a result of the global going local” and 
kept its status as a leading global financial service center for three reasons (Amin and Thrift, 
1992: 583). First, it represented an important part of the knowledge structure of world 
financial services. Second, it was a social center for global corporate networks of the financial 
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service industry with a dense congregation of bankers and other dealmakers all over the 
world. Third, established markets in London allowed new financial service products to be 
evolved and tested quickly and efficiently and hence innovation would be stimulated and 
assessed efficiently. According to Amin and Thrift’s (1992) analysis of these two cases, 
specific regional form of organizing production was not essential for regional development to 
take place. More critically, the success of a regional economy depended on its particular 
position in global production networks that in turn enabled this region to deploy assets from 
not only within the region but also at the global scale. These were the early contributions to 
the more recently reinvigorated analytical drive towards a trans-regional approach to regional 
development. 
Still, some researchers argued that flexibly specialized industrial districts were not a 
paradigmatic form of regional economy. There were other types of industrial districts 
requiring theoretical and empirical analyses that differed from the dominant propulsive 
regions in North America and Western Europe. Markusen (1996) pointed out that the existing 
research on industrial districts neglected the role of state and external large firms in regional 
development. Besides Marshallian industrial districts, she noted other three kinds of industrial 
districts: hub-and-spoke districts, satellite platform districts, and state-anchored districts. 
These districts could be interpreted primarily through their organization of production, 
although in state-anchored districts the institutional factor might play a more important role 
than firms. Regions like Seattle in the US were identified as hub-and-spoke industrial 
districts. This kind of regional economies was shaped by one or several large, vertically 
integrated firms within or outside these regions, such as Boeing, Microsoft, and the 
Hutchinson Cancer Center and their related firms in Seattle. Satellite platform districts 
referred to a congregation of branch facilities of externally based multiplant firms. Large and 
externally situated firms that made key investment decisions dominated the business structure 
here, and minimal intra-district trade took place. This type of industrial districts might be 
found in developed countries such as the Research Triangle Park in the US as well as many 
export zones in developing countries such as Manaus in Brazil.  
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Many empirical cases, especially those conducted outside North America and 
Western Europe, provided grounded knowledge for understanding these models of industrial 
districts, since the economies of developing countries were usually related, or even, shaped, 
by external large firms (e.g. Coe, 2001; Markusen et al., 1999; Markusen and Park, 1993; 
Park, 1996). For example, Park (1996) pointed out that Asian experiences did not resemble 
Marshallian districts but rather hub-and-spoke types of industrial districts (e.g. the Toyota 
City in Japan, Pohang and Ulsan in South Korea) with many satellite plants (e.g. Kumi and 
Changwon in South Korea, Kumamoto in Japan, and Shenzhen in China). In contrast to the 
mainstream notion of industrial districts in North America and Western Europe, state policies 
and branch plants of large firms molded the development of these Asian industrial districts 
because of their much shorter and rapider history of industrialization. In terms of China 
studies, Wei and Leung (2005) argued that development zones in China were generally 
designated by the state, but the key anchor tenants were typically multinational enterprises 
instead of public enterprises. Thus, these zones were hybrids of Markusen’s categories. Kim 
and Zhang (2008) studied electronics manufacturers clustering in Qingdao and described the 
Qingdao model as a hub-and-spoke district. To them, this district was shaped by large local 
firms while supported by foreign invested enterprises. 
In sum, the organizational approaches reveal that the organization of production 
shapes regional economy. Since research in economic geography aims at finding out the role 
of space and place in shaping economic activities (Dicken and Malmberg, 2001), this 
organizational perspective provides a useful starting point, and demonstrates how production 
organized within a territory and/or across regions impacts on the economic development of a 
particular place. The flexible production debate shows that regional development relies on the 
adoption of such a particular organization of production, while the discussion with a trans-
regional focus indicates the extra-regional organization of production. More importantly, this 
literature illustrates a networking form of organization of production in the contemporary 
economy. At the intra-regional scale, Marshallian districts are predicated on networking 
among local firms as the essential feature for the success of flexible production. With the 
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trans-regional focus, regional economic activities are situated in global corporate networks, 
and the relations with external firms impact significantly on regional development processes. 
As summarized in Dicken et al. (2001), the network has come to be regarded as the key in the 
regional economic development literature, and the literature of organizational approach has 
shown the importance of inter-firm networks.  
Even though the organizational form of production is essential for regional 
development, there remains an important question – why some regions could adopt certain 
organization of production to develop while some could not? Among the discussion of 
Marshallian districts, researchers mentioned the learning advantages of networking 
organizational forms of production (e.g. Piore and Sabel, 1984). In terms of the neo-
Marshallian nodes in global networks, Amin and Thrift (1992) emphasized place-bound 
industrial atmosphere which nurtured knowledge, communication, and innovation, and 
retained regional competitive advantage in a given global production filiere. Some researchers 
conducted an analytical focus similar with organizational approaches, mainly at firm level, 
but concentrated on how regional learning and innovation happened rather than how the 
production was organized. By unpacking the relationships between geography and knowledge 
transfer, this strand of literature pointed out that regional development depends on its 
innovative capability, which is generated from knowledge transfer and communication, either 
intra-regionally or trans-regionally. In other words, this group of scholars studies regional 
development from a cognitive perspective that I will review in the next section. 
2.3 Cognitive approaches to regional development 
According to cognitive approaches, economic performance stems primarily from 
variations in how actors process information and knowledge and put knowledge into practice. 
Regional development is argued to be dependent on regional innovative capabilities, which 
require information transfer, assimilation, and application. Geographical research in these 
approaches tends to focus on the spatiality of learning processes. Comparing to codified 
knowledge, the generation and transfer of tacit knowledge tends to be more “sticky” and fixed 
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in specific places. Because of its non-codified nature, a region endowed with superior 
knowledge and information can sustain its advantages over others. Some economic 
geographers have therefore insisted that spatial proximity is essential for this process, while 
others are more interested in relational proximity that refers to the social-organizational 
nature of this tacit knowledge creation and transferring process. At this micro level analysis, 
actors such as firms or individuals become the main research foci. 
In fact, this cognitive perspective is influenced by cognate disciplines in management 
and organization studies that examine the innovative activities of firms. Cohen and Levinthal 
(1990) developed the notion of absorptive capacity for understanding firms’ learning and 
innovation, and argued for cognitive structures defining a system’s absorptive capacity in a 
world characterized by a constant and abundant flow of economic information. Nonaka and 
Takeuchi (1995) claimed that actors absorb knowledge either by the internalization of 
codified knowledge with the help of tacit knowledge earlier acquired, or through socialization 
involving the exchange of tacit knowledge. Geographers have contributed their geographical 
sensitivity to this discussion by emphasizing the importance of spatial proximity for the 
exchange of tacit knowledge. 
A pioneering exponent in this topic is Storper (1995, 1997). Through the concept of 
untraded interdependencies, he has suggested that the locality matters because untraded 
interdependencies are usually bounded in certain places, including tacit knowledge based on 
face-to-face exchange, embedded routines, habits and norms, local conventions of 
communication and interaction, reciprocity and trust rooted in familiarity, and so on. Maskell 
and Malmberg (1999) also argued that tacit knowledge is better consolidated through face-to-
face contact, not only due to the transactional advantages of proximity, but also because of 
their dependence on a high degree of mutual trust and understanding, often constructed 
around shared values and cultures. More recently, Storper and Venables (2003) pointed out 
that physical proximity is a key feature of creative activities in regions where information is 
imperfect, rapidly changing, and not easily codified.  
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Meanwhile, some geographers use the term “local buzz” to refer to the information 
and communication created by face-to-face contacts, co-presence, and co-location of people 
and firms within the same industry and region. This buzz consists of “specific information 
and continuous updates of this information, intended and unanticipated learning processes in 
organized and accidental meetings, the application of the same interpretative schemes and 
mutual understanding of new knowledge and technologies, as well as shared cultural 
traditions and habits within a particular technology field, which stimulate the establishment of 
conventions and other institutional arrangements” (Bathelt et al., 2004: 38). For example, 
Cook et al. (2007) studied the City of London’s financial service agglomeration and found 
that proximity to other firms provided strong support for tacit knowledge creation and 
diffusion. Ivarsson and Alvstam (2005) showed that the spatial proximity to plants of AB 
Volvo contributed to the technology transfer from TNCs subsidiaries to local firms in China 
and India. Because of low transaction and communication costs and opportunities to interact 
regularly with Volvo, local suppliers in the same region of Volvo’s plants were more 
successful in absorbing the external technology than other suppliers. That is, either tacit 
knowledge or buzz is based on face-to-face contacts and co-location of people or firms. Thus 
spatial proximity is essential, and a region could benefit from such proximity for its 
development.  
Despite the above recognition of regionally specific cognitive resources and the role 
of spatial proximity, some economic geographers have recently realized the importance of 
extra-local connections for regional innovation. Bunnell and Coe (2001) argued that the 
transfer of tacit knowledge for innovation is in part facilitated and sustained by the physical 
mobility of experts. They took the case of the “astronauts” shuttling back and forth between 
Hsinchu in Taiwan and Silicon Valley as an example (also see Saxenian, 1999; Saxenian and 
Hsu, 2001; Saxenian and Sabel, 2008; etc.). Through examples of the film industry in Los 
Angeles, the advertising industry in London, and the high-technology industry in Silicon 
Valley, Bathelt et al. (2004) further explored a buzz-and-pipeline model of cluster 
competitiveness in which a well-developed system of pipelines connecting local clusters to 
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the rest of the world, together with a local buzz of high quality, can be beneficial for firms in 
the clusters. Beerepoot’s (2008) recent study on of the Cebu furniture cluster in the 
Philippines revealed that skilled workers from Cebu had been recruited for work in Indonesia, 
China and Vietnam. Tacit knowledge and skills of the skilled workforce in Cebu were not 
confined to the borders of the cluster.  
With the discussion of extra-local linkages and knowledge transfer, a heated debate 
about proximity has emerged. Some proponents argue that regions or clusters are no longer 
the only carrier for proximity. Using the case of Frankfurt/Main in Germany, Bathelt and 
Schuldt (2008) illustrated that international trade fairs could provide temporary geographical 
proximity and face-to-face contact, which enabled actors from different countries to exchange 
information and created global buzz. Furthermore, proximity is understood not only in a 
spatial dimension, but also from a relational perspective. While some researchers (e.g. Gallie, 
2009; Meister and Werker, 2004; Morgan, 2004; Storper and Venables, 2003) still insist that 
spatial proximity is essential for tacit knowledge transferring and thus important for regional 
innovation, another group of scholars (e.g. Boschma, 2005; Torre and Rallett, 2005; Zeller, 
2004) argue that there are various types of proximity other than spatial proximity, each of 
which has different effects on the process of knowledge creation and transferring (see Table 
2-2). According to their categories, we can classify proximity into three types: cognitive 
proximity, geographical proximity, and relational proximity. Cognitive proximity is a 
prerequisite for innovation (Boschma, 2005). Geographical proximity and relational 
proximity are mechanisms that bring together actors within and across regions or 
organizations, while the former emphasizes the collocation of actors but the latter depends on 
the relations between actors that may be distant from each other. Zeller (2004) examined the 
pharmaceuticals industry in Novartis, Switzerland, and showed the significance of extra-local 
linkages with research institutions such as universities and R&D centers elsewhere in regional 
development. For instance, the recruitment of Schultz as the director of the Genomics 
Institute of the Novartis Research Foundation, who was a professor of chemistry at the 
University of California-Berkeley, was highly important because it allowed Novartis to gain 
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academic credibility and to create a close relational proximity to scientists and scientific 
communities worldwide.  
Table 2-2 Various types of proximity 
 Zeller, 2004 Boschman, 2005 Faulconbridge, 2006 
Cognitive   • Cognitive proximity: 
sharing the same 
knowledge base and 
expertise 
 
Geographic • Spatial proximity 
• Virtual proximity: 
substitute partially for 
spatial proximity by using 
communication and 
information technologies 
• Geographical proximity • Physical proximity 
Relational • Organizational proximity: 
shared organizational 
principles, rules and codes 
• Relational proximity: 
informal structures based 
on personal relations  
• Institutional proximity:  
• the institutional 
framework in countries and 
regions 
• Cultural proximity:  
• a common cultural 
background 
• Technological proximity: 
shared technological 
experiences, bases and 
platforms 
• Internal and external 
proximity:  
• internal/external relations 
of a firm 
• Organizational proximity: 
the extent to which 
relations are shared in an 
organizational 
arrangement, either within 
or between organizations 
• Social proximity:  
• socially embedded 
relations between agents at 
the micro-level 
• Institutional proximity: 
shared the same 
institutional rules of the 
game as well as a set of 
cultural habits and values 
• Organizational proximity: 
common approaches, 
language and job roles 
specific to a firm 
• Relational proximity: 
shared ethos, language and 
approach to work everyone 
in an industry shares 
• Institutional proximity: 
shared rules of the game 
specific to a firm or 
industry 
• Temporal proximity:  
• a shared vision of how 
things should be in the 
future and where the 
industry is at present and 
ultimately heading 
Source: Compiled by the author. 
 
 
In short, cognitive approaches provide a micro foundation for understanding the 
relations between geography and information transferring, as well as learning and innovation. 
Face-to-face contact requires spatial proximity for tacit knowledge creation and transfer. 
Besides, a trans-regional focus furthers this point of view by arguing relational proximity as 
the key for this process. However, the cognitive perspective primarily concentrates on agents 
without paying enough attention to the broader context in which they are situated, even 
though Storper (1995) has mentioned deep historical roots to conventions of certain regions. 
The notion of relational proximity implies not only spatial proximity that can cause 
communication and learning. Thus it is necessary to reveal the socio-institutional support for 
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such learning to take place. Similarly, organizational approaches have been criticized for the 
way in which they oversimplify historical and spatial development in the organization of 
production (Gertler, 1992). As Amin and Thrift (1992: 584) summarized, “the conditions for 
such growth are difficult to capture … unless certain basic structures are already in place. 
These include a critical mass of know-how, skills and finance in rapidly evolving growth 
markets, a socio-cultural and institutional infrastructure capable of scripting and funding a 
common industrial agenda, and entrepreneurial traditions encouraging growth through 
vertical disintegration of the division of labor”. This socio-institutional consideration leads to 
a third strand of literature on regional development. 
2.4 Socio-institutional approaches to regional development 
Organizational approaches and cognitive approaches do not deny the importance of 
socio-institutional context for the adoption of certain organizational forms of production or 
interactions and information transfer among firms within the region. Socio-institutional 
approaches, however, take a further step by focusing on what and how socio-institutional 
factors shape regional economic development. From the socio-institutional perspective, 
“socio-institutional phenomena are seen as essentially constitutive of the economy instead of 
merely functional-regulatory” (Lagendijk, 2006: 390). From the 1990s onwards, economic 
geography has undergone an institutional turn, in which researchers have recognized that the 
form and evolution of the economic landscape can only be fully understood by giving 
attention to the various social institutions on which economic activity depends and through 
which it is shaped (Martin, 2000). Most of this research can be found in the new regionalism 
literature, which is characterized by its analytical privilege of regional social, political, and 
cultural structures (Amin and Thrift, 1994; Camagni, 1991; Capello, 1999; Cooke and 
Morgan, 1998; Morgan, 1997; Saxenian, 1994).  
Recently some researchers forcefully criticize the prioritization of the territorial 
dimension in these socio-institutional approaches and tend to apply a trans-regional analytical 
perspective to socio-institutional approaches (Hadjimichalis, 2006; Hess, 2004; MacKinnon 
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et al., 2002). In terms of the governance of regional development, a multi-scalar lens is 
necessary since international organizations, national governments, and supra-regional 
agencies all participate in this process besides regional actors (Peck, 2002; Wood and Valler, 
2004; etc.). Studies of regional development in East Asia usually emphasize the importance 
of transnational communities that bring technology, investment, human resources, and even 
institutional change to the regions (Hsu and Cheng, 2002; Saxenian and Sabel, 2008b; Yang 
et al., 2009). Another group of researchers place emphasis on the regional embeddedness of 
global production networks and argue that regional production is part of global production 
networks and regional development depends on how a region captures value from global 
networks (Coe et al., 2004; Lee, 2009; Perkmann, 2006; Wang and Lee, 2007; Yang, 2009). 
2.4.1 Sources of theoretical ideas: embeddedness, conventions, and the mode of social 
regulation 
To begin with, I trace the intellectual roots of socio-institutional approaches and give 
a brief introduction to their theoretical thinking. One strand of this literature derives its 
analytical focus from Granovetter’s (1985) idea of the social embeddedness of economic 
activities, proposing key conditions for regional development including the existence of 
regional cultures and local institutional fabrics, as well as the trust and information transfer 
created by proximity (e.g. Amin and Thrift, 1994; Cooke and Morgan, 1998; Morgan, 1997; 
Saxenian, 1994). This literature is often intertwined with the studies of industrial districts, 
especially Marshallian industrial districts. Meanwhile, a tendency towards a knowledge-
driven economy implies that the capacity of regions to support learning and innovation has 
been identified as a key source for regional development. Thus, researchers pay significant 
attention to different kinds of socio-institutional contexts that enhance regional innovative 
activities. The GREMI school of economists in Europe has argued for the importance of 
dynamic collective learning processes in supporting innovation and growth within the local 
milieu (e.g. Camagni, 1991; Capello, 1999; c.f. Crevoisier, 2004). The innovative milieu is 
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presented as a well-developed enterprise culture, supportive regulatory and promotional 
agencies, research-oriented universities and locally committed financial structures.  
In addition, another far-reaching term “institutional thickness” has been developed to 
focus on local strategic networks in regional development. In their edited book Globalization, 
Institutions, and Regional Development in Europe, Amin and Thrift (1994: 14) developed this 
concept in order to sum up the social and cultural factors at the heart of economic success. 
There are four factors in the construction of institutional thickness: (1) a strong institutional 
presence in the form of various institutional arrangements; (2) high level of interaction 
amongst the institutions in a local area; (3) the regional development as a result of these high 
levels of interaction and coalition; and (4) the development among participants of “a mutual 
awareness that they are involved in a common enterprise”. Cases from Europe show that 
regional development emerges through collective networking to nurture regional collective 
learning and to strengthen the region’s position in global production chains (e.g. Cooke and 
Morgan, 1998; Morgan, 1997). 
A second strand of the literature within the socio-institutional perspective is 
influenced by institutional and evolutionary economics. Some economic geographers suggest 
that a distinctive feature of the localization of economic activities in globalization is the 
strength of their untraded interdependencies on the basis of certain conventions within the 
regions (Salais and Storper, 1997; Storper, 1997; etc.). This institutionalist literature later 
turns its analytical focus to a more micro level consideration and connects further with the 
cognitive perspective (see Section 2.3). According to Storper (1995), there are two ways to 
trace the resurgence of regional economies in an era of increasingly economic globalization. 
The first is localized input-output relations, as discussed in Section 2.2.1 within the 
organizational perspective. Another is the untraded interdependencies to support the growth 
process of regional economy, especially through the learning and coordination among firms 
and other actors. These untraded interdependencies consist of labor markets and conventions. 
Such conventions are always different from region to region, according to the particular way 
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that actors resolve uncertainty so as to enter into the form of collective action known as 
production. As Storper (1995: 208) described,  
Some such ‘worlds of production’ are more successful than others in competition, of course, as 
reflected by their market shares and profit levels. But in any case, the evolution of these 
production systems is strongly dependent on the worlds of production, rooted in their underlying 
conventions, constructed in given time and places, and to which producers, workers, and 
consumers are subject. Industrial evolution concerns these conventions, for these conventions 
affect the ensemble of dimensions of innovation and change we have noted above.  
 
Some empirical cases in Storper (1997) show that different regions develop various 
developmental trajectories rooted in their localized and specific conventions, such as the 
comparison among New York, London and Tokyo, all of which have financial service 
complexes. 
A third strand of socio-institutional literature on regional development is catalyzed by 
the regulation theory with an emphasis on the mode of social regulation, which is claimed to 
mediate and support economic production, accumulation, and consumption (Jessop, 2001; 
Lagendijk, 2007; Scott, 1988b; etc.). The regulation approach theorizes capitalist 
restructuring which has been influential in studies of the decline of Fordism and the 
ascendance of post-Fordism from the late 1980s to the early 1990s (Tickell and Peck, 1992). 
The modes of social regulation play an important part in securing the integrity and cohesion 
of the capitalist accumulation process. During this first wave of regulation theory, researchers 
focused on nation states. They claimed that in every capitalist nation, the older modes of 
social regulations were abandoned and the states sought new institutional frameworks more 
congruent with the new regime of post-Fordism. Later researchers deployed this theory to 
regional studies. The new regime of capitalism is represented as emerging but primitive 
governance structures, characterized with a diffuse global order, the declining status of states, 
and the rising importance of regional economies (Scott, 1998). Hence regional development, 
especially its governance, can be understood through the framework of changing modes of 
social regulation. As Goodwin (2001: 84-85) noted,  
The use of the regulation approach would lead to the conclusion that for those interested in local 
changes in housing, planning and welfare provision, the local state and local governance cannot 
be fully understood outside their roles (both positive and negative) in the ebb and flow of 
regulation… The institutions and practices of local and regional government have their own 
histories and patterns of development. 
	  	   36	  
 
Although this regulation approach has been criticized for its structuralist assumptions, it 
provides a macro-economic lens to understand regional development not found in the other 
two, and implies political and institutional impacts at multiple scales.  
2.4.2 Intra-regional analysis: institutional arrangements and social norms 
Although an institutional turn is proposed in economic geography, the term of 
institutions remains as a fuzzy concept “lacking conceptual clarity and difficult to 
operationalize” (Markusen, 1999: 870). Hollingsworth (2000) summarized the components of 
institutional analysis to show how researchers diversely explain the economy in light of the 
endowments in the institutional environment in which the actors are situated (see Table 2-3). 
In this thesis, I agreed Tan and Yeung’s (2000b; 2000) understanding of institutions as social 
structures organized through common purposes and shared values, which consist of 
institutional arrangements and social norms (also see Martin, 2000). Institutional 
arrangements include formal rules, regulations and organizations. Social norms are a set of 
informal conventions, customs, and routines. As mentioned above, most literature from the 
socio-institutional perspective focuses on the explanatory factors at the regional level. 
Therefore, this section elaborates on two institutional regional dimensions for understanding 
regional development: institutional arrangements and social norms, while the next section 
reviews the literature with a trans-regional focus in socio-institutional approaches. 
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Table 2-3 Components of institutional analysis 
Components Analysis focus Key authors 
Institutions Norms, rules, conventions, habits 
and values 
North, 1990; Burns and Flam, 1987 
Institutional 
arrangements 
Markets, states, corporate 
hierarchies, networks, associations, 
communities 
Hollingsworth and Lindberg, 1985; 
Campbell et al., 
1991;Hollingsworth et al., 1994; 
Hollingsworth and Boyer, 1997 
Institutional sectors Financial system, system of 
education, business system, system 
of research 
Hollingsworth, 1997 
Organizations Organizations Powell and DiMaggio, 1991 
Outputs and 
performance 
Statues, administrative decisions, 
the nature, quantity and the quality 
of industrial products, sectoral and 
societal performance 
Hollingsworth, 1991; 1997; 
Hollingsworth and Streeck, 1994; 
Hollingsworth et al., 1990; 
Hollingsworth and Hanneman, 1982 
Source: Adopted from Hollingsworth (2000). 
  
Despite their different intellectual roots, researchers using the socio-institutional 
perspective pay attention to regional institutional arrangements.  As Amin and Thrift (1994: 
14) described institutional thickness,  
The first and most obvious of these factors is a strong institutional presence, that is a plethora of 
institutions of different kinds (including firms; financial institutions; local chambers of 
commerce; training agencies; trade associations; local authorities; development agencies; 
innovation centres; clerical bodies; unions; government agencies providing premises, land, and 
infrastructure; business service organizations; marketing boards), all or some of which can 
provide a basis for the growth of particular local practices and collective presentations. 
 
To Scott who started with the discussion of production organization rather than the socio-
institutional environment of the regional economy, institutional arrangements are also of 
significance for regional development. Scott (1998) demonstrated their functions as providing 
different kinds of services, such as technology and design service, education and training, 
coordination and collaboration, as well as regional marketing. Although institutional 
arrangements refer to a variety of coordination mechanisms in forms of networks, private 
hierarchies, states, and so on (Hollingsworth, 2000), economic geographers have mainly 
focused on local non-firm actors that contribute to regional development. Table 2-4 shows 
organizations as supportive institutional arrangements for regional development especially in 
the new regionalism literature. This group of researchers has provided abundant empirical 
studies. Cooke and Morgan’s (1998) detailed study of Baden-Wurttemberg in Germany 
	  	   38	  
showed exactly the case that appropriate regional institutional arrangements are essential for 
regional development. In addition to formal governance structures, Baden-Wurttemberg had a 
number of “intermediaries”, including private or semi-private governance agencies such as 
higher education institutions and research institutes, business associations based on industries, 
trade unions, chambers of commerce, and a technology-transfer agency Steinbeis Foundation. 
These regionalized institutions and organizations assisted governments to understand firms’ 
demands and helped firms take full advantage of policy programs. 
Table 2-4 Institutional arrangements involved in regional development 
Contribution to regional 
development 
Representative actors 
R & D Research institute, university 
Education and professional 
training 
Training center, labor union, trade association, government 
agency, university 
Collaborative networking Chamber of commerce, business association, government agency 
Business service Government, industrial associations 
Source: Compiled by the author. 
 
 
Besides Baden-Wurttemberg in Germany, the argument in favor of institutional 
arrangements for regional development has also been exemplified by Bennett’s (1998) study 
of British business associations, Morgan’s (1997) discussion on the role of the Wales 
Developmental Agency, and so on. Admittedly, most studies are grounded empirically in 
Western Europe and North America. Recent research on regional development in China takes 
a similar institutional approach and shows that regional institutional arrangements in China 
are different from those in Western countries. In China governments at different levels 
usually play a crucial role, while a lack of “intermediaries” is common. Studies of different 
Chinese regions such as Suzhou, Wenzhou, the Pearl River Delta, and Beijing, and so on 
attach significant importance to supportive local governments, but non-governmental 
institutional arrangements are seldom mentioned or claimed as too under-developed to 
contribute to regional economy (Wei and Leung, 2005; Wei et al., 2009; Yang, 2009; Zhou, 
2005; etc.). Thus it remains questionable whether non-governmental institutional 
arrangements are unnecessary to regional development in China, or they lack appropriate 
environment to develop and facilitate regional development.   
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Apart from appropriate institutional arrangements, favorable social norms are also 
crucial to regional development. As Saxenian (1994: 7) noted, institutional arrangements 
shape and are shaped by social norms such as “the local culture, the shared understandings 
and practices that unify a community and define everything from labor market behavior to 
attitudes toward risk-taking.” The sustainable success of Silicon Valley and the decline of 
Route 128 partly resulted from their different regional social norms, i.e. the former with 
regional collective identity, networking culture, and risk appetite that are lacking in the latter. 
Besides Silicon Valley, another prominent example rests on Emilia-Romagna in Italy, famous 
for the willingness of its people to learn and change and an initial and long-established social 
endowment of an active civic culture. Its civic social norms served as an engine for economic 
growth (Cooke and Morgan, 1998).  
However, no one set of social norms can automatically generate regional 
development. The efficacy of such norms operates differently in specific industries and 
specific regions. Comparing Silicon Valley and Emilia-Romagna, the social norms in the 
Silicon Valley were more adventurous and relied on professional relations, while the latter are 
more related to family ties and community identity. Scott (1998) further illustrated that in 
Hollywood, Los Angeles, a fast-moving game carried on with both collaborative ventures and 
intermittent defection and betrayal simultaneously. A lack of trust in its social norms 
generated a continual evasion of the danger of stasis and kept this region dynamic and 
innovative. In other words, social norms that facilitate regional economies vary in different 
places. 
In China studies, researchers have realized the difference of social norms, especially 
when comparing with those in more studied regions in Western European and North 
American cases. For example, Wenzhou people historically emphasized pragmatism and 
financial achievements, and their business relied on strong family-based social networks, all 
of which characterized the Wenzhou model (Wei et al., 2007). Guanxi is usually considered 
as one of the most important social norms among ethnic Chinese. It plays an important role in 
business transactions and economic activities. This aspect is notable in the phenomena of 
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Chinese transnational transaction and foreign investment by ethnic Chinese abroad that drives 
regional development in China (Gold et al., 2002; Qiu, 2005; Tan and Yeung, 2000b).  
Overall, this strand of literature often ascribes regional development to particular 
institutional arrangements (normally a numbers of intermediaries and collaboration among 
governments, institutes, firms and other organizations) and social norms (such as regional 
collective identity, high trust, networking and collaborative culture, and so on). Institutional 
arrangements and their relevant social norms are interactive and mutually constitutive, usually 
co-existing in the discussion found in this literature (e.g. Cooke and Morgan, 1998; Saxenian, 
1994). However, critiques of this literature have argued that particular sets of social norms are 
not necessarily associated with certain formal institutional arrangements. Henry and Pinch 
(2001) used the case of the Motor Sport Valley in Britain to illustrate that a region can also 
gain outcomes from institutional thickness due to its regional cooperative social culture, even 
though there are no abundant institutional arrangements. Furthermore, non-regional 
institutional arrangements such as central governments or international trade regulations can 
impact on the regional economy.  Social norms, which have been claimed to be normally 
regionally specific (c.f. Scott and Storper, 2003; Storper, 1997), may also influence non-
regional actors and these trans-regional impacts then in turn shape regional development. 
Today, the critique of this new regionalism literature for ignoring the non-regional dimension 
of growth dynamics has been widely accepted. While still far from conclusive and 
comprehensive enough, some researchers have recently adopted these socio-institutional 
approaches and developed new studies with a trans-regional focus.  
2.4.3 Trans-regional processes: governance, transnational communities, and strategic 
coupling with global production networks 
Since the late 1990s, economic geographers have begun to point out that the new 
regionalism literature has underemphasized wider extra-local networks for regional 
development (Hess, 2004; Lovering, 1999; MacKinnon et al., 2002). These researchers have 
provided insightful studies of regional development from a similar socio-institutional 
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perspective, by paying attention to extra-regional actors that participate in the process of 
regional development. There are three main themes in this literature: the collective 
governance of regional development, transnational communities, and the strategic coupling 
with global production networks. 
As early as the mid 1990s, regulation theory scholars who focused on the mode of 
social regulation discussed non-regional actors’ impact on regional economy, especially the 
state (Tickell and Peck, 1992). Later, accompanying with the strong policy implication of the 
new regionalism, a group of scholars, who were not necessarily regulationalists, conducted 
research on the collective governance of regional development (Gibbs et al., 2001; Wood and 
Valler, 2004). Most of them were political geographers rather than economic geographers. 
Empirically they mainly focused on Europe. However, this literature provides two points 
important for understanding regional development. First, besides TNCs, non-regional actors 
operating at sub-national, national, macro-regional, and global scales participate in the 
process of regional economic development. For example, Peck (2002) noted that due to the 
transition from welfare to workfare regime, regional development programs were driven by 
local and global actors, while the forces at the national scale were hollowing out. Larner 
(2007) presented that the development strategy of New Zealand took account of its global 
expatriate experts.  
Second, this new multi-scalar literature argues for the importance of understanding 
power relations, and this issue can be studied through the deconstruction of discourses or 
imaginaries of regional development. Lagendijk (2007) illustrated the strategic relational 
perspective developed by Jessop (2001) and furthered by Hay (2002) and Sum (2004). In this 
perspective, regional development is viewed as socially constructed and institutionally 
oriented, and associated with the role of structurally inscribed strategic selectivity and related 
discursive selectivity. For example, in Germany and the Netherlands, the experimental 
regions emerged from well-established regional partitions such as “Bezirke” and “Provincies” 
according to the advocacy of (city) regional nodes as part of a network perspective on spatial 
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development and as responses to specific territorial problems, based on well-know successful 
stories like Silicon Valley and the Third Italy. 
Another main theme in the literature considers regional development as trans-regional 
processes dependent on trans-regional social relations, including informal individual ties, 
transnational ethnic networks, professional networks, and so on. Agrawal et al. (2006) used 
the data for patents in the US to illustrated that the mobility of inventors enhanced regional 
innovative activities. More importantly, comparing to those random individual relationships, 
transnational communities emerging from enhanced global mobility and connectivity of 
people who share common norms or purpose have strong and sustaining impact on regional 
development. In East Asia, especially the NIEs, transnational communities have been 
considered as one key reason for regional development. A prominent case is the rise of 
Taiwan’s high-tech industries in Hsinchu, famous for its transnational Taiwanese professional 
networks connecting Hsinchu and Silicon Valley (Saxenian and Sabel, 2008a; Yang et al., 
2009; Yeung, 2009b; etc.). In addition, ethnic Chinese transnational business networks are 
found to promote foreign investments and shape transnational economic transactions in many 
Southeast Asian countries such as Singapore, Indonesia, Thailand, and so on (Chew and 
Yeung, 2001; Dicken and Hassler, 2000; Hsing, 1996; Leung, 1996; Olds and Yeung, 1998; 
Qiu, 2005; Tan and Yeung, 2000b; Yang, 2007; Yang and Hsia, 2007; Yeung, 1997; 2000; 
etc.).  
In mainland China, the development of southeast coastal regions, in particular the 
Pearl River Delta, was initiated by ethnic Chinese investors from Hong Kong, Taiwan, and 
overseas (Hsing, 1996; Leung, 1996; Tan and Yeung, 2000b; Yang, 2007; Yang and Hsia, 
2007; etc.). Historical relations and mutual understanding of social norms have lubricated 
these transnational transactions in a premature economic environment. Meanwhile, certain 
institutional arrangements such as clan organizations, business associations, quasi-
government agencies, local governments, and corresponding forums have facilitated cross-
border economic activities. In short, transnational communities can play a crucial role in 
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regional development. Institutional arrangements and social norms are indispensable in this 
process.   
Recently, a group of economic geographers have further interpreted regional 
development through the lens of the global production networks (GPN) framework (Coe et 
al., 2004; Henderson et al., 2002; Yang, 2009; Yeung, 2009b; etc.). GPN researchers argue 
that regional development ultimately depends on the region’s coupling ability to stimulate the 
tripartite process of value creation, enhancement, and capture from global production 
networks. During this value process, regional socio-institutional characters play an important 
role. For example, Coe et al. (2004) took as an example Eastern Bavaria, a German region’s 
coupling within BMW’s global production networks. The availability of skilled labor, 
cooperative workers’ councils and regional labor unions, government aid and supportive 
regional and national policies matched BMW’s strategic needs. Thus BMW set up their plants 
here and the extra-local linkages led by BMW were established in Eastern Bavaria. Eastern 
Bavaria had to maintain its regional assets mentioned above and made use of BMW’s power 
to attract relevant TNCs to locate here. Finally the innovative context in this region was 
improved.  
To date, the GPN framework is often deployed in the study of East Asian regions, 
whose economies are usually export-oriented. Yeung (2009b) described three types of 
coupling based on the empirical studies of South Korea, Taiwan, Singapore, Malaysia, and 
China, including international partnership, indigenous innovation, and production platforms. 
Yang et al. (2009) showed that different regional institutions as well as transnational 
communities shape various patterns of strategic coupling in some high-tech parks in Taiwan. 
Although some researchers do not use the conceptual categories of coupling and GPNs, they 
also claim that regional development requires specific socio-institutional assets for a region to 
gain benefit from trans-regional economic networks (Bair, 2006; Depner and Bathelt, 2003; 
Jensen, 2004; Perkmann, 2006; etc.). For example, Depner and Bathelt (2003) showed that 
efforts through institutional arrangements and transnational communities could alleviate some 
problems caused by cultural gaps in the automobile industry cluster in Shanghai, China, and 
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enhance the embeddedness of Shanghai cluster in global production networks led by German 
firms. 
In short, socio-institutional approaches take socio-institutional factors into account, 
and develop a relational perspective for regional development studies. On the one hand, 
socio-institutional approaches expand the research foci from firms to non-firm actors, 
including political actors such as governments at various scales, civil organizations, and 
research institutes and so forth. As Dicken (2007) has noted, key actors in the contemporary 
global economy, including firms, states, labor, consumers, civil society organizations, are 
interconnected and governed through highly unequal relationships. Thus, studies from a 
socio-institutional perspective helps ground the regional economy in this reality and prevent a 
kind of analytical myopia in “a pure economic world” through interpreting non-economic and 
geographical influences on economic life. On the other hand, socio-institutional approaches 
present a concern with socio-spatial relations of actors intertwined with economic processes. 
Amin (1998) has demonstrated that the new economic geography led by Krugman (1991) and 
Porter (1998) fails to investigate the sources of regional economic development that lie in 
locally embedded social, cultural and institutional arrangements. This socio-institutional 
strand of the regional development literature can potentially compensate for this omission. 
Although researchers have realized the neglecting of non-regional factors in this 
strand of literature, research with a trans-regional focus is still not adequate. Most of the 
existing studies still conduct their analysis at the meso level (e.g. regions) and discuss the 
regional socio-institutional environment in the absence of a micro level analysis (e.g. firms). 
There remains a black box of how specific actors interpret, transfer, and use information in 
regional economic activities. Moreover, even though a trans-regional perspective is claimed, 
the existing literature primarily emphasizes the global-local connectivity and ignores inter-
regional transactions within a country that also may lead to regional development. Hence, at 
the end of this chapter, I provide an integrated critique based on the previous literature review 
by proposing a multi-scalar analysis.  
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2.5 Concluding remarks: towards a multi-scalar analysis 
From the 1980s, regional development has occupied the attention of economic 
geographers. The existing literature has provided various dimensions to understand regional 
economic development through organizational, cognitive and socio-institutional perspectives. 
Organizational approaches examine the changing organizational forms of regional production. 
Cognitive approaches concentrate on the micro level, through discussing information/learning 
processes and spatial/relational proximity. Socio-institutional approaches explore institutional 
arrangements and social norms that impact on regional economy.  
In this diverse body of literature, some geographers have insisted that the regional 
economy is shaped by factors taking place within a particular territory. Flexible vertical 
relations among regional firms, fluid tacit knowledge creation and transfer due to the co-
location of various actors, particular regional culture, and a set of regional institutions, 
produce necessary conditions for regional economic development. In contrast, other 
geographers have been interested in how non-regional factors interact with regional 
conditions and collectively shape the changing trajectory of a regional economy. Accordingly, 
the globally dispersed organization of production, trans-regional and even transnational 
knowledge transfer and creation caused by relational proximity, and socio-institutional factors 
at other spatial scales and their impact on non-regional and regional actors, are all theorized to 
be significant in shaping regional development.  
Armed by a distinctive geographical sensitivity, economic geographers attempt to 
reveal the relation between spatiality and economic activities, either through uncovering 
regional assets or by exploring non-regional factors that shape regional economic 
development. In fact, these regional and non-regional foci should be integrated in order to 
obtain a comprehensive analysis of the regional economy. However, even though non-
regional factors have been taken into account for regional development, the existing literature 
tends to be trapped in a local/non-local dichotomy or to overemphasize local-global 
connectivity. This leads to the urgent need of employing a multi-scalar perspective.   
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Contemporary researchers have realized that regional development cannot be 
explained by endogenous regional assets such as regional production system, localized 
networks of association, trust, and so on (Coe et al., 2004; Henderson et al., 2002; 
MacKinnon et al., 2002; etc.). Participants in regional development come from different 
scales, such as lead firms at the global scale, international organizations, nation states, and of 
course, regional firms and institutions. As Yeung (2009b) has noted, regional development is 
a trans-regional process. However, even among the studies discussing regional development 
in a trans-regional framework, a multi-scalar analysis has not been fully developed yet. Some 
of them only focus on the local and global scales. For instance, the elaboration on neo-
Marshallian nodes points out that whether a region can capture the good position in global 
economic networks determines regional development (Amin and Thrift, 1992). As for the 
cognitive approaches, the local-buzz/global-pipelines model (Bathelt et al., 2004) also 
bypasses other significant spatial scales.  
Meanwhile, some researchers examine non-local factors but fail to pay attention to 
the different scales at which these factors operate. An instance can be found in Markusen’s 
(1996) categories of industrial districts. Non-local linkages determine the forms of districts, 
but inter-regional linkages within a country and transnational linkages may lead to various 
outcomes. Tewari (2006) has demonstrated that in India the domestic market provided 
opportunities for local firms to conduct upgrading strategies different from exports. In other 
words, domestic economic ties and international connections result in different performance 
of local firms. Neglecting the scalar issues hampers a comprehensive understanding of 
regional development. 
The GPN theories attempt to explain regional development through a trans-regional 
framework, but most studies focus primarily on interactions between global firms and local 
firms. Admittedly, some GPN research mentions national policies for regional development 
(Yang et al., 2009). Besides nation states which have been discussed in this strand of 
literature, however, actors at this scale participating in regional development include various 
economic, social, and institutional ones, such as local firms’ domestic business partners, 
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domestic industrial and social organizations at different scales, and so on. Hence, rather than 
emphasizing on local-global connectivity, it is important to conduct a multi-scalar analysis 
consisting of global, national, and regional dimensions. Furthering the trans-regional 
framework in the GPN literature, I will proceed to conceptualize this multi-scalar analysis 
framework in the next chapter.  
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 Chapter 3 External coupling in regional development 
3.1 Introduction 
With the increasing global connectivity of economic activities, the explanatory 
factors of regional development have gone beyond territorial confines of an individual region. 
Regional development is situated in a global context and should be considered as a trans-
regional process (Amin, 1998; Yeung, 2009b). TNCs are primary movers and shapers of the 
global economy (Dicken, 2007). Transnational social networks influence regional economy 
through their cross-border linkages (Coe and Bunnell, 2003; Saxenian, 2002). Extra-local 
institutions, such as central governments and international organizations, also take part in 
shaping the trajectory of regional development. In short, regional development is not only 
determined by regional attributes.  
Going beyond the consideration of regional economic development as an outcome of 
endogenous assets of the region, especially its innovative capacity, many geographers discuss 
extra-regional factors of regional development in light of their impact on regional endogenous 
assets (e.g. Bathelt et al., 2004; Bunnell and Coe, 2001; MacKinnon et al., 2002). Recently 
another group of researchers demonstrates that global-local coupling is an important approach 
for explaining regional development. As Coe et al. (2004: 469) have pointed out, regional 
development is “a dynamic outcome of the complex interaction between territorialized 
relational networks and global production networks within the context of changing regional 
governance structures.” This strand of literature is burgeoning and provides the point of 
departure of my research.  
My thesis demonstrates that the coupling of a region and extra-regional business 
networks does not necessarily occur between local and global actors. This global-local 
approach can be modified as an external coupling perspective, through which researchers 
interpret regional development on the basis of its interactions with extra-regional processes 
rather than its endogenous assets. Based on existing studies especially in the GPN literature, 
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this thesis further elaborates on the mechanism of external coupling in relation to the 
organization of production, trans-regional communities, and state institutions. In doing so, my 
research attempts to contribute to the relational thinking of regional development (Amin, 
1998; Yeung, 2005). By tracing the relations between local actors and external business 
networks, this research reveals how regional and extra-regional actors together shape regional 
development, and takes into account both economic linkages and socio-cultural networks. 
Adopting this relational perspective, my thesis mainly examines one mechanism of external 
coupling, that is, how a trans-regional community affects a regions’ external coupling 
process.  
This chapter is organized into six sections. Based on the literature debate on regional 
development: the endogenous assets perspective versus the external coupling perspective, 
Section 3.2 develops a trans-regional analytical framework for external coupling in order to 
explain regional development. In this framework, external coupling is considered as a trans-
regional form of organizing economic activities, facilitated by trans-regional communities 
and state institutions. After illustrating three mechanisms of external coupling, Section 3.3 
explores one of them, i.e., trans-regional communities, which is also the research focus of this 
thesis. To reveal how a trans-regional community works in external coupling, this section 
unpacks its interactions with the organization of production and state institutions. Finally, 
four propositions will be described in Section 3.4 to guide this research, followed by a brief 
conclusion in Section 3.5. 
3.2 Reinterpreting external coupling from a multi-scalar perspective 
 Chapter 2 has reviewed economic geographers’ research on regional development by 
revealing local and non-local attributes. From the late 1990s, more and more researchers 
agree on the network approaches to understanding economic activities in the global economy 
(Dicken et al., 2001). A group of scholars explore non-local factors in light of their impact on 
regional capacities, particularly the learning and innovative abilities considered as important 
sources of regional competitive advantages in the globalizing knowledge-driven economy 
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(Bathelt et al., 2004; MacKinnon et al., 2002). Another group of GPN scholars demonstrates 
that relations with the extra-regional world, rather than regional endogenous assets per se, 
determine the developing trajectories of a region. This theoretical debate provides the point of 
departure for my research.  
After reviewing existing literature, I have called for a multi-scalar analysis of 
regional economic development at the end of Chapter 2. Researchers using the external 
coupling perspective emphasize interactions between local actors and global firms, and yet 
pay less attention to inter-regional economic transactions within a country. A multi-scalar 
framework should include regional, national, and global scales. Hence, starting from the 
external coupling perspective, this section elaborates on a trans-regional framework of 
regional development. This framework attempts to strengthen the multi-scalar analysis of 
existing GPN theories on regional development by emphasizing the trans-regional dimension 
rather than global-local connectivity. According to this framework, regional economic 
development is led by local firms’ trans-regional organization of business, which is 
conditioned by trans-regional communities and state institutions. 
3.2.1 Theoretical background: endogenous assets and external coupling 
After the flexible production debate in the late 1980s and the early 1990s, researchers 
began to pay attention to regional-level explanation, through uncovering which actors and 
institutions in regions were able to shape regional development in a context of rapid 
technological change and increasing capital mobility (Amin and Thrift, 1994; Cooke and 
Morgan, 1998; Saxenian, 1994; Scott, 1998; Storper, 1997; etc.). Since the late 1990s, 
geographers have realized the danger of prioritizing the territorial dimension (e.g. 
Hadjimichalis, 2006; Hess, 2004; Lovering, 1999; MacKinnon et al., 2002). As regional 
development emerges from global economic networks instead of the confined territory, it is 
problematic to find out its reasons only within the region.  
For example, MacKinnon et al. (2002) point out the importance of national operating 
environments for regional innovation. Bunnell and Coe (2001) demonstrate that knowledge 
	  	  51	  
exchange through TNC networks and individual networks between different innovative 
clusters contributes to regional development. Bathelt et al. (2004) develop a buzz-and-
pipeline model of cluster competitiveness. In this model, the co-existence of high levels of 
local buzz and many global pipelines may provide firms located in a cluster with a string of 
particular advantages, especially in the aspect of learning and knowledge creation (also see 
Moodysson, 2008; Trippl et al., 2009). In short, this strand of literature draws on a point of 
view that regional development is attributed to endogenous assets, especially the capacity of 
regional innovation. Although external factors have been taken into account, the reason for 
regional development still rests on the logic that external factors enhance regional innovative 
capacity. Hence, I describe it as an endogenous assets perspective on regional development.  
However, this endogenous assets perspective is likely to lead to a dichotomy of  
“local” and “non-local” dimensions. As for regional development, is it because non-local 
factors are important for improving certain regional assets such as regional innovative 
capacity? Or, is it because the local-non-local relations per se determine regional 
development? Since the late 1990s, economic geography has encountered a relational turn in 
which economic geographers tend to place their research focus on the complex relations 
among actors and structures that effect regional development (Amin, 1998; Yeung, 2005; etc.; 
see Table 3-1). Although Sunley (2008) warned of the neglect of actors and causal 
mechanisms if overemphasizing relations per se, a relational perspective for interpreting 
regional development can help keep our analysis from the danger of privileging certain scales, 
such as the regional scale or the global scale. Hence, as suggested by Sunley, combining 
institutional and evolutionary thinking with such a networking approach will be helpful for us 
to achieve comprehensive understanding of regional economy, rather than paying attention to 
the endogenous innovative capability of a region only.   
In the empirical sense, the literature with endogenous assets perspective is mainly 
rooted in North American and Western European experience and emphasizes regional 
endogenous innovation. Although recent works are more attuned to the non-local dimension 
of regional innovation, regional innovative capacity is not necessarily the primary developing 
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force for many regions, especially in developing countries. Henry and Pinch (2001: 1180; 
italic in origin) warn of “a myopic view of institutional thickness as the one form 
encapsulated in the idea of the intelligent or learning region”. It is also a myopic view of 
endogenous innovation as the one form for regional developing mechanism.  
Table	  3-­1	  Recent relational frameworks in economic geography	  
Relational frameworks Thematic concepts Major authors Spatial manifestations 
 
Relational assets in 
local and regional 
development 
• Institutional thickness 




• Social capital  
• Ash Amin 
• Phil Cooke 
• Anders Malmberg 
• Ron Martin 
• Peter Maskell 
• Kevin Morgan 
• Allen Scott 
• Michael Storper 
• Nigel Thrift 
• New industrial spaces 
• Industrial districts 
• Clusters 
• Learning regions 





networks; social actors, 
firms and organizations  
• Inter-organizational 
networks 
• Actor networks 
• (Global) production 
chains 
• Hybrid and gender 
relations 
• Ash Amin 
• Peter Dicken 
• Meric Gertler 
• J.K. Gibson-Graham 
• Gernot Grabher 
• Roger Lee 
• Linda McDowell 
• Jonathan Murdoch 
• Nigel Thrift 
• Sarah Whatmore 




• Path dependency 





• Geographical scales 
as relational 
constructions 
• Social relations as 
scalar constructs 
• Rescaling and 
reterritorialization 
• Neil Brenner 
• Kevin Cox 
• Bob Jessop 
• Jamie Peck 
• Neil Smith 
• Erik Swyngedouw 
• Peter Taylor 
• Scalar geographies 
• Politics of 
globalization 
• Urban and regional 
governance 
• Social regulation of 
local labor markets 
 
Source: Adopted from Yeung (2005) Table I. 
 
Rethinking of new regionalism and empirical studies of developing regions like East 
Asia, some researchers find out that regional development depends on its interactions with the 
outside world. As Coe et al. (2004: 469) argue,  
The fortunes of regions are shaped not only by what is going on within them, but also through 
wider sets of relations of control and dependency, of competition and markets. These relations 
may be with other regions within the same national territory, but increasingly occur at the 
international scale. 
  
Accordingly, trans-regional or international relations per se are essential for regional 
development. In an era of globalization, regional development is dependent on how the 
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regional economy is incorporated in the global production system. In particular as for 
developing countries and regions, although it is difficult for latecomers to generate better 
innovative capacity than developed counterparts, they can still develop through integrating 
themselves into global economic networks. Scott and Garofoli (2007b) note that the 
projection of products by developing regions onto the global market is an important approach 
for the economic growth of these regions. Recently emerging GPN literature also illustrates 
empirical cases to show that regional development depends on local firms’ coupling with 
global firms. Regional assets and regional institutions hold down global production networks 
and stimulate the process of value creation, enhancement and capture from global production 
networks. Local-global coupling instead of regional innovative capacity is considered as the 
primary reason for regional development.  
Yeung (2009b) demonstrates three mechanisms that facilitate the coupling of local 
actors with lead firms in global production networks: (1) the emergence of transnational 
communities; (2) changes in industrial organizations; and (3) initiatives by states and 
institutions (see Figure 3-1). Transnational communities facilitate the ongoing transnational 
inter-/intra-firm communication and transfer skills and tacit knowledge to developing regions. 
The changing industrial organizations, that is, globally vertical disintegration and 
reintegration of value-chain activities, allow regional actors in developing countries to plug 
themselves into global production networks. Meanwhile, strategic industrial policies from 
states promote this coupling process.  
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Figure 3-1 Mechanisms of strategic coupling with global production networks 
 
 
Source: Based on Coe et al. (2004) and Yeung (2009b). 
 
 
This global-local coupling perspective takes a different starting point from the 
endogenous innovation perspective, but still benefits from insightful points of view provided 
by the latter. For example, regional assets including innovative capacity can drive a region to 
couple with and capture value from external economic networks. A region’s external coupling 
is achieved by the vertical or horizontal relations of regional and extra-regional firms, while 
regional institutional environments may be important reasons of the happening of external 
coupling. The GPN framework described above has demonstrated the integration of regional 
and extra-regional factors to interpret regional development. 
However, coupling with the external world does not necessarily refer to local-global 
interactions. Fukuchi (2000) models the multi-regional economy and notes that inter-regional 
economic linkages (i.e. flows of labor, capital and products) within a country are important 
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for regional development. Coe et al.’s (2004) argument quoted above has clearly 
demonstrated that external relations shaping regional development include transnational 
connectivity and those with other regions within the same national territory. In addition that 
local-global connections are not the only way of coupling, TNCs, which are emphasized in 
the GPN framework, are not indispensable players in external coupling. Even though regional 
products are export-oriented, it is likely that cooperation between local firms and foreign 
firms, rather than certain TNCs, leads the coupling process. Cases such as Wenzhou in China 
(Wei et al., 2007) have shown export-oriented economies without TNCs. Thus, the global-
local coupling model is the only one instance of external coupling approaches to regional 
development. To avoid the overemphasis on the global-local connectivity and the 
prioritization of TNCs, I use the concept of “external coupling” to describe this perspective 
on regional development. My thesis attempts to contribute to this perspective by supplement 
non-global dimensions of external coupling into the GPN framework. Next section will 
modify the existing external coupling model to understand regional development and develop 
a multi-scalar framework to unpack the mechanisms of external coupling.   
3.2.2 A multi-scalar framework for analyzing external coupling 
 Today regional industries embedded in global production and marketing chains grow 
rapidly, covering not only finished goods but also components and subassemblies, not only 
manufacturing but also all kinds of service industries (Dicken, 2007; Gereffi and 
Korzeniewicz, 1994). As Scott and Storper (2003) have noted, contemporary globalization 
has been accompanied by the assertion and reassertion of agglomerative tendencies at the 
regional scale in many areas of the world, partly because of the very openness and 
competitiveness that it ushers in. Regional assets such as local backward and forward inter-
firm linkages, sharing labor markets, and localized social and institutional environments 
promoting learning and innovation contribute to regional development only when there is an 
external market through which this region can exchange products. Networks, rather than 
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firms, regional economic systems, or nation states, become the foundational analysis unit for 
our understanding of the global economy (Dicken et al., 2001).  
Due to the global integration of economic activities, traditional connection between 
production and markets is disintegrated. Different parts of the global production system are 
located in places all over the world. “Materials, semi-finished products, components and 
finished products are transported between geographically dispersed production units in a 
highly complex web of flows” (Dicken, 2007: 149). Global lead firms manage global 
production networks consisting of their subsidiaries, affiliates, and/or subcontractors. 
Gereffi’s (1996) concept of the triangle pattern of global manufacturing networks reveals how 
manufacturers, traders, and retailers located in different regions cooperate at a global scale. In 
other words, the connections between a region and external world is rather complex than one-
off inter-regional arm’s length trade of final products. Hence, as the GPN literature argues, 
regional development is a dynamic outcome of the complex interactions between local actors 
and global production networks. Coe et al. (2004) develop the term “strategic coupling” to 
describe the interactive complementarities and coupling effects between localized factors and 
the strategic needs of extra-regional actors in propelling regional development, which has 
become a key concept of the GPN framework. To avoid prioritizing the role of global lead 
firms, this thesis use external coupling instead, referring to the complementary and 
interacting process between regional firms and their extra-regional counterparts located 
within or outside the same country. 
External coupling is a time-space contingent process, because it is a temporary 
coalition of economic actors and socio-institutions. The coupling is presented mainly as 
transnational/trans-regional organizational linkages between regional economic actors and 
their extra-regional counterparts. In contrast to one-off arm’s length trade, regional firms 
maintain sustaining relations with extra-regional ones through various forms of external 
coupling, such as serving as subsidiaries, affiliates, long-term subcontractors, and so on. 
External coupling provides a region with opportunities to secure extra-regional sources for 
regional development through continuing interactions between regional firms and non-
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regional actors. For example, as Amin (1998) argued, once-prosperous regions can easily end 
up with institutional lock-ins and path-dependencies that are inappropriate for new economic 
circumstances. As a consequence, “the critical factor is not the presence or absence of local 
relations of association, but the ability of places to anticipate and respond to changing in here-
out there connectivity” (Amin, 1998: 159-160). Some researchers have shown that linkages 
with extra-regional firms or research institutions enhance trans-regional knowledge transfer 
and thus stimulate regional innovation (Bathelt et al., 2004; Zeller, 2004). 
 External coupling occurs under two conditions: demands from the external world and 
supplies that the region can offer. A region can couple with external business networks 
because it meets the needs of extra-regional counterparts. The GPN framework primarily 
tackles the issue of coupling between regional firms and global lead firms. Besides the global 
changing organization of production, transnational communities and state institutions can also 
facilitate the coupling process (Yeung, 2009b). In other words, extra-regional social and 
political relations are important in regional development. Inheriting the relational thinking of 
GPN framework, my thesis defines regional development as an outcome of complex and 
dynamic interactions between regional actors and external counterparts, shaped by the socio-
institutional context in which they are situated.  
This definition avoids the neglect of multi-regional economy within a country and the 
overemphasis on global firms in the GPN literature. Extra-regional linkages are essential for 
regional development, but they are not necessary to be global or transnational. Domestic 
markets, such as final markets and buyers of semi-products within production chains, may be 
large enough to absorb the products of a region. Global markets are significant because they 
supply demand at a global scale to regional production. This is why the rise of NIEs in Asia 
such as Hong Kong, Singapore, Taiwan, and South Korea benefits from their export-oriented 
industries. Given the limited size of production within a region, it is not necessary to pursue 
global markets when there exists a large domestic market. Meanwhile, even if regional firms 
participate in global production networks, they may couple with other domestic partners 
instead of with global lead firms directly. In this sense, I argue for external coupling rather 
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than global-local coupling. In fact, shorter distance between a region and its domestic market 
allows faster delivery, greater customization, and smaller inventories than global-local 
coupling (Dicken, 2007).  
The organization of production and marketing of global and domestic networks may 
vary for local firms, which in turn shape regional developing trajectories. Within the same 
national territory, regional actors and their counterparts will find it easier to overcome 
obstacles of communication and cooperation that are usually caused by different institutional 
backgrounds. That is, these trans-regional economic actors are endowed with “cultural 
closeness” than those conducting transnational transactions (Gertler, 1995). Hence, exploring 
global-local coupling is not sufficient for understanding regional development. The 
significance of multi-regional economic connections can be particularly prominent for large 
countries like China. As Dicken (2007) has pointed out, the rapid emergence of China as both 
a huge potential market and a production location is transforming intra-regional networks of 
East Asia. In short, to interpret regional development, we should take into account not only 
global-local connectivity but also domestic coupling relations.  
The GPN research focuses mainly on global-local relations and notes that 
transnational communities and state institutions shape a region’s coupling process (see Figure 
3-1). As for domestic coupling, economic connections between regional actors and extra-
regional counterparts are also situated in corresponding social and political contexts. Trans-
regional economic activities are under the governance of state institutions, including agencies 
like central/provincial/local governments and laws and regulations. Communities are critical 
for economic activities (Rodriguez-Pose and Storper, 2006). The new regionalism literature 
has discussed local communities for regional collaboration and innovation, while the GPN 
literature and globalization studies point to the importance of transnational communities for 
transnational economic transactions. To sum up, in addition to global-local interactions, a 
region’s external coupling at any particular historical moment is also shaped by three inter-
related sets of conditions:  
(1) the integration of regional actors into trans-regional business networks;  
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(2) the supportive political environment provided by state institutions;  
(3) the existence of trans-regional communities to favor trans-regional economic transactions. 
Figure 3-2 demonstrates these three facilitating mechanisms for trans-regional coupling, each 
of which will be discussed in detail below.  
 
Figure 3-2 Trans-regional framework for external coupling 
 
 
Source: Based on Yeung (2009) and further developed by the author. 
 
3.2.3 Unpacking the mechanisms of external coupling  
This thesis argues that regional development is attributed to its external coupling with 
both domestic and international markets. Since the existing GPN literature has discussed the 
process of global-local coupling for regional development, this section places the focus on the 
trans-regional dimension and unpacks the mechanisms of trans-regional coupling for regional 
development. First, trans-regional organization of production and marketing is the 
fundamental condition for external coupling. It creates a trans-regional business system in 
which regional actors and external ones are embedded. Firms play as key actors during this 
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process. Since this thesis attempts to explore external coupling from the standpoint of 
understanding regional development, I will take regional firms as the research focus. As Coe 
et al. (2004) point out, regional firms are embedded in particular territories because of 
localized assets suitable for their production (e.g. labor, materials, existing backwards and 
inwards networks, certain industrial culture, etc.). Regional attributes determine the kind of 
firms territorially embedded in this region and shape their linkages with extra-regional actors.  
Regional firms participate in trans-regional production and marketing networks, 
which may be parts of global production networks, due to the increasing spatial division of 
labor and specialization of production and marketing. Thus, we can examine how regional 
firms conduct their external coupling process by tracing the chain of production and 
marketing (i.e. R&D – raw material – production – marketing). Regional firms set up external 
economic relations in diverse ways, such as establishing subsidiaries in other regions or being 
subsidiaries of extra-regional firms, subcontracting parts of production or commercial process 
or being subcontracted, arm’s-length transactions and so on. By absorbing regional assets, 
local firms develop specific industries or parts of industries in a particular region. Depending 
on their positions in production and marketing networks, they manage various external 
linkages, including interacting and sustaining ones that lead to external coupling. This 
external coupling can be achieved in the forms of investing activities from non-local firms in 
the region as well as regional firms’ initiated outward activities. 
For example, a region with large supply of highly trained scientists, engineers and 
technicians is likely to develop regional firms for R&D and/or as corporate headquarters since 
they master core competencies (Dicken, 2007). These regional firms couple with production 
units in places with lower production costs and/or markets with large demand. In this case, if 
the cost of both production and materials in the country is low and the domestic market is 
large, or the volume of regional production is relatively small, regional firms are likely to 
develop only domestic organization of production and marketing. Otherwise, regional firms 
will couple with transnational production networks. Apart from this type of regional firms, 
research on export-oriented economies such as the NIEs has illustrated the coupling between 
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TNCs and regional firms as production units (c.f. Yeung, 2009’s special issue of Regional 
Studies). These firms may meanwhile couple within domestic inter-regional production and 
marketing networks. The shorter geographical distance and more similar business and 
institutional environments offer opportunities for regional firms to develop coupling strategies 
different from their global-local connectivity.  
Second, state institutions provide supportive political environments for regional 
firms’ trans-regional transactions. Besides laws and regulations, state institutions consist of 
governments and relative agencies. The new regionalism literature demonstrates that state 
institutions including central governments, regional governments, and developmental 
agencies contribute to regional assets for regional development (Cooke and Morgan, 1998; 
Morgan, 1997). As mentioned above, external coupling is shaped by regional firms’ positions 
in production chains, which to great degree are determined by regional attributes. Thus, state 
institutions impact on external coupling through their influence on regional assets such as 
providing labor training, funding research, and exerting business-friendly policies, and so on 
(Coe et al., 2004).  
In addition to their effect on regional assets, state institutions play a driving role in 
external coupling. As the developmental state literature (Amsden, 2001; Wade, 1990; Weiss, 
2003) has shown, the rise of world’s export-oriented economies such as the NIEs is an 
intended outcome of strategic industrial policies actively pursued by their governments. Take 
for example two typical territorial strategies of external coupling. One is building export-
processing zones (EPZs) to attract foreign investors in order to stimulate export-oriented 
industries. State institutions carry out favorable policies within these zones such as lowering 
tax, providing priority polices and infrastructures, and so on (Dicken, 2007: 219-230). 
Another is to establish industrial parks in foreign countries to support domestic firms’ 
transnational economic activities, such as Singapore-host-country joint-venture industrial and 
technology parks in China, Vietnam, Indonesia, and India (Phelps, 2007). In addition to 
transnational economic transactions, establishing special areas for extra-regional firms such 
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as industrial parks is also speeding up trans-regional transactions in the form of developing 
domestic networks of corresponding suppliers.  
Furthermore, belonging to the same national political system, regional governments 
are able to enhance external coupling by cooperating with their counterparts in other regions. 
A business tourist group led by regional governments to visit other regions is a common 
practice. Governments of host regions usually collaborate in such activities aiming at 
promoting potential inter-regional economic benefits. However, the state is not a 
homogeneous unity. There may be conflicting interests between different regions, and 
between the central and regional state institutions. Meanwhile, political considerations rather 
than economic profits motivate state institutions to decide whether to support trans-regional 
coupling. Thus, external coupling is affected by whether regional firms’ coupling needs are 
consistent with state institutions and whether regional firms can come to terms with 
corresponding state institutions. 
 Third, a trans-regional community creates a common social space for regional and 
extra-regional actors to facilitate external coupling. The new regionalism literature has 
revealed the importance of local communities for regional cooperation and innovation. 
Communities, referring to features of group life such as norms, traditions and social 
conventions, interpersonal contacts, and informal networks, are likely to transcend a region 
and create a common relational space trans-regionally. Empirically, researchers have 
mentioned the significance of transnational communities for sustaining transnational 
economic activities (Morgan, 2001; Saxenian, 2002; Tan and Yeung, 2000b; Yang et al., 
2009; Yeoh and Chang, 2001; etc.). In this thesis, a trans-regional community is identified as 
a large group of people sharing common identity and maintaining social, cultural, economic, 
and/or political connections, while dispersing in more than one region.  
Given the focus of regional economy in this thesis, I mainly pay attention to 
communities consisting of economic actors. Such a trans-regional community emerges not 
only because members involve in common business and thus generate common identity. They 
may form a community because of social or cultural reasons such as ethnicity or religion. 
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Since they operate related business, their community also has strong inclination to impact on 
their economic transactions. It can be presented through informal personal interactions as well 
as formal collective actions such as establishing corresponding organizations. In particular 
historical moment and institutional context, regional firms rely on these social relations to 
enhance their external economic activities.  
GPN researchers have illustrated that transnational communities facilitate the 
coupling of regional firms with global production networks in East Asia (Yang et al., 2009; 
Yeung, 2009b; etc.). My thesis reveals that apart from transnational communities, a 
community within a country can also shape a region’s external coupling. The next section 
will discuss further this facilitating mechanism of external coupling through examining the 
interactions between trans-regional communities, organization of production, and state 
institutions. 
3.3 Trans-regional communities and external coupling 
Realizing the importance of the domestic dimension, I argue that not only 
transnational communities mentioned in the GPN literature but also trans-regional 
communities within a country can contribute to local firms’ external coupling process. When 
regional firms and their extra-regional business partners are embedded in a common 
community, this trans-regional community facilitates their transactions. The connections 
between regional and extra-regional actors comprise economic relations and social ties as 
well. Admittedly, the trans-regional linkages on the basis of communities do not necessarily 
lead to regional development. However, in peculiar historical moment trans-regional 
communities may play a significant role in facilitating the economic growth, and this section 
attempts to explore the facilitating mechanisms. 
Figure 3-3 illustrates the geography of a trans-regional community’s impact on a 
region. A trans-regional community consists of actors either clustering in certain places or 
dispersing individually. In Figure 3-3, Region A is our researched region. Its coupling with 
the external world is partly embedded in a trans-regional community through the linkages of 
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local firms and those in Region B, C, and D. In addition, local firms may also conduct 
transactions with extra-regional actors who are outside the community. This connectivity 
makes up Region A’s external coupling, but is not affected by the trans-regional community. 
Given my research foci, this thesis will not discuss this kind of trans-regional connections. 
According to the figure, the community helps build up trans-regional ties between firms in 
Region A, B, C, and D. By favoring extra-regional transactions of firms in Region A, the 
community enhances the performance of firms in Region A. This thesis endeavors to explain 
Region A’s development through its external coupling with the external world, focusing on 
how its trans-regional community shapes this process. Therefore, after unpacking three 
mechanisms of external coupling above, this section focuses on one particular mechanism, 
trans-regional communities, in order to explore further its effect on the external coupling 
process of regional firms in light of its interactions with trans-regional organization of 
production and marketing, as well as with state institutions.  
 
Figure 3-3 The geography of a trans-regional community 
 
 
Source: Compiled by the author. 
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3.3.1 Community embeddedness of trans-regional business system 
The essence of external coupling is sustaining organization of trans-regional 
economic activities conducted by intra- and extra-regional actors. As for a region, its external 
coupling is usually presented as the process of non-local firms’ investment and local firms’ 
stable external transactions such as serving as long-term suppliers for extra-regional buyers, 
managing inter-regional distributing networks through constant agents, and so on. Social 
relations between intra- and extra-regional actors help maintain and smooth trans-regional 
economic activities. For instance, in the case of global-local coupling, overseas Chinese 
contribute to FDI in China significantly (Smart and Smart, 1991; Yang, 2007). The 
transnational technical community of Taiwanese supports high tech firms in Taiwan to 
collaborate with global lead firms in Silicon Valley (Saxenian, 2002; Saxenian and Hsu, 
2001; Zhou, 2000). On the one hand, Taiwanese returners operate high tech firms by taking 
advantage of their previous connections in the US. On the other hand, transnational 
Taiwanese bridge Taiwan firms and the US market in the forms of international traders and 
consultants. The common ethnic and technical background fosters these transnational 
interactions. This Taiwanese transnational technical community is considered as crucial for 
the development of the high tech industry in Taiwan.  
Existing literature has discussed the role of transnational communities in external 
coupling. However, a community within a country is also likely to support the external 
coupling process between local firms and extra-regional counterparts within the same 
country. In fact, a community facilitates the interactions between regional and extra-regional 
actors since it provide a common social space for dispersing members to overcome 
geographical distance, no matter whether members are located transnationally or not. Such a 
trans-regional social space is constructed through four processes below.  
First, a trans-regional community offers regional firms channels to exchange 
information with extra-regional actors. As community members rather than purely business 
partners, firms are endowed with opportunities to conduct informal meetings and create buzz, 
rather than formal business communications. Frequent informal interactions on the basis of 
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social networks are considered as important for flexible production system, since such a 
system requires rapid information exchange for speedy response to the market and regional 
innovation that demands in-depth communication for collective learning. Hence geographical 
proximity of related firms is emphasized in the discussion of industrial clusters and regional 
innovation (Cooke and Morgan, 1998; Saxenian, 1994; Storper, 1997). Through participating 
in a trans-regional community, local firms benefit from various channels of communicating 
with their non-local counterparts such as casual social visits, collective events organized by 
community organizations, and so on. Hsing (1998) has shown that Taiwanese business people 
depended on their cross-border social networks to obtain business information about suppliers 
rather than localized networks of the region in mainland China in which they invested. In 
other words, a trans-regional community provides a platform for information sharing among 
firms located in various places and creates relational proximity as an alternative to 
geographical proximity for these firms. 
Second, common language and cultural background within a trans-regional 
community enhance mutual understanding between trans-regional actors and hence improve 
the efficiency of communication, particularly in the aspect of tacit knowledge. Here a 
common language is common in the sense of both linguistics and profession. Intra-national 
linguistic and cultural differences exist in many countries, especially in large countries such 
as China, Canada, Italy, and so on. Besides, there are specific jargons and conventions within 
communities based on professions. Without the understanding of language and culture, subtle 
meaning may be easily lost during the process of information exchange. This is especially 
significant for trans-regional economic transactions, since they usually lack the local 
institutional support and frequent face-to-face communication which are considered as key 
factors for tacit knowledge transfer (c.f. Scott, 1998; Storper, 1997).  
Moreover, Gertler (1995) has noted that “closeness” encompassing common language, 
modes of communication, customs, conventions, and social norms is particularly important in 
the case of inter-regional and transnational user-producer interactions, which are crucial for 
regional economy characterized by advanced machinery sectors. A trans-regional community 
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contributes to such a kind of closeness between regional and extra-regional actors through 
reducing the language and culture differences caused by distance and thus facilitate trans-
regional communication and collaboration.   
Third, with the support of a trans-regional community, firms are likely to build 
mutual trust with extra-regional business partners. Trust is considered as essential for 
communication, cooperation, collective learning, and innovation. As Murphy (2006) argued, 
the development of trust among economic actors situated within discursive space occurs not 
simply in terms of rational choices and transaction cost calculations. Trust building processes 
are communicatively driven and shaped by various factors including identities, face-to-face 
encounters, norms, institutions, and so forth. Sabel (1994) distinguished two kinds of trust: 
blind trust created on the basis of obligation, loyalty, and sentiment; and studied trust that can 
only be learned by monitoring and usually ensure mutually beneficial business collaboration.  
As trans-regional community members, trans-regional firms share trust through a 
combination of theses two kinds of trust. A trans-regional community provides a cultural 
foundation for members to construct blind trust on the basis of certain sets of conventions and 
social norms. Meanwhile, embedding within a common trans-regional community, firms take 
advantage of social networks consisting of community members to reduce information 
asymmetry, which fosters the studied trust. For example, firms embedded in a trans-regional 
community can easily monitor their business partners or search potential qualified partner 
who are not co-located with them, because they can access information about non-local actors 
through their friends or friends’ friends (Hsu and Saxenian, 2000). Chinese business networks 
are prevailing empirical examples of trans-regional and/or transnational business 
collaboration sustained by trust on the basis of trans-regional communities (Hsu and 
Saxenian, 2000; Leung, 1993; Redding, 1990; Yeung, 1997; 2000; etc.).  
Fourth, rules and conventions within a community may support the trans-regional 
transactions of members. Members of a trans-regional community sometimes carry out 
distinctive rules among them, such as obligation of sharing market information and providing 
financial assistance to other members. With the help of rules and conventions, firms are able 
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to cooperate with their non-local partners within the community in ways different from their 
collaboration with outsiders, which may be more flexible and effective. Rodriguez-Pose and 
Storper (2006) argued that shared conventions within a community overcome certain 
information problems and moral hazards in a low-cost way. A set of rules and conventions 
may smooth trans-regional cooperation of firms within the same community and strengthen 
their competitiveness against their counterparts who are not community members (e.g. see the 
empirical cases in Chapter 7). Admittedly not all community rules and conventions contribute 
positively to members’ trans-regional transactions. The existence of special rules and 
conventions may cause negative effect such as increasing the exclusiveness of a community 
that obstructs its members to develop further their trans-regional business.  
 In short, a trans-regional community builds up a common social space to connect 
firms in different places through these four dimensions, and favors regional firms’ trans-
regional transactions. The existence of such a trans-regional community means that regional 
firms can benefit from additional channels of inter-regional information exchange, smooth 
and effective communication, mutual trust, and supportive conventions and rules. In other 
words, trans-regional communities create relational proximity as an alternative to 
geographical proximity by providing the advantages of “knowing-who” and “knowing-how”, 
and facilitate trans-regional knowledge and information flows and trust building, which are 
essential to sustain the external coupling process. 
3.3.2 State institutions and trans-regional communities: the role of organizations 
Besides informal personal ties, a trans-regional community can be institutionalized in 
the forms of formal organizations. Given economic actors as the foci of this research, trans-
regional community organizations in this thesis are confined to those mainly consisting of 
firms and business people. Take for example the trans-regional community shown in Figure 
3-3. There can be a trans-regional organization serving as a representative of the entire 
community, several inter-regional organizations consisting of members in Region A and B or 
Region A and C, and regional organizations in Region A, B, C, and D, as well as various 
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organizations at smaller scales within these regions. When discussing institutional thickness, 
Amin and Thrift (1994) pointed out that the process of institutionalization rather than the 
presence of institutions per se is significant for regional development. Similarly, trans-
regional community organizations enhance local firms’ external coupling primarily through 
interactive process of members and other social actors.  
Through the organizational ties of dispersed trans-regional community organizations, 
local firms are able to extend their geographical reach by participating in one or more such 
organizations. More importantly, trans-regional community organizations serve as bridges for 
individual community members with other social organizations, especially state institutions. 
Besides central governments, state institutions consist of governments and related agencies at 
the regional scale. Researchers have noted that in China regional autonomy allows regional 
governments to carry out different economic policies and hence state institutions at the 
regional scale become a dominant force in shaping local business environments and the 
performance of local firms (Hendrischke, 2006; Hsing, 1996). In addition to policies directly 
towards local firms, state institutions are likely to cooperate with other social organizations 
such as community organizations to enhance regional economic growth. Trans-regional 
community organizations provide important channels to bridge local firms and other actors 
with non-local state institutions so as to facilitate the external coupling process.  
 As collective representatives, trans-regional community organizations are 
empowered to bargain with state institutions. They represent on the behalf of firms within a 
specific region, as well as those belonging to the same community but located in different 
places. With the help of these non-local organizations, local firms are more likely to secure a 
supportive institutional environment for their trans-regional economic activities. Take Figure 
3-3 for instance. When a firm in Region A encounters problems in Region B during its trans-
regional coupling process, it can ask for help from trans-regional community organizations in 
Region B who are familiar with local affairs and experienced enough to cope with similar 
issues.  
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Furthermore, trans-regional community organizations in Regional B may lobby local 
governments on the behalf of a group of firms from Region A doing trans-regional business 
in Region B. With the help of these organizations in Region B, firms in Region A are likely to 
seek supportive institutional environments for their trans-regional business and thus facilitate 
their coupling with Region B. In the case of transnational community organizations, Depner 
and Bathelt (2003) described that Chambers of commerce in German jointly established a 
branch in Shanghai in order to give German companies advice on investing in Shanghai. 
Trans-regional community organizations are likely to offer similar help for their members’ 
inter-regional economic activities. 
In addition to local firms, trans-regional community organizations help local state 
institutions to enhance the region’s external coupling. As mentioned previously, a region 
achieves external coupling in the forms of non-local actors’ investment and local actors’ 
external business. Empirical studies of Asian countries have shown that state institutions 
carry out special policies to attract foreign investors and encourage local firms to develop 
transnational business (Phelps, 2007; Yeung, 2009b). Trans-regional community 
organizations assist state institutions in these two aspects. For example, when governments in 
Region A attempt to attract firms in Region B, trans-regional community organizations in 
Region B may contribute since they are aware of local firms’ demands and have channels to 
transmit information of Region A. Besides, these organizations can provide information about 
Region B to state institutions in Region A in order to help them design effective policies to 
enhance local firms’ coupling with Region B.  
Moreover, trans-regional community organizations serve as intermediaries between 
state institutions and firms located in different regions and enhance their collaboration. For 
instance, trans-regional community organizations of Region A, B, and C are aware of the 
coupling needs of firms in these regions. These organizations can lobby corresponding state 
institutions in these regions to work collectively so as to establish supportive environment for 
trans-regional economic activities. As for regional innovation and development, Cooke and 
Morgan (1998) argued for an associational economy in a region where state institutions, 
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business organizations, and firms cooperate effectively. Trans-regional community 
organizations, in this sense, are likely to catalyze a trans-regional associational economy for 
cooperation among firms, state institutions, and social organizations in different places. 
Within such a trans-regional associational economy, local firms can benefit from the 
accessibility of non-local sources, including supportive policies from local and non-local 
governments, in-time information provided by state institutions and other related agencies, 
and various forms of inter-firm and extra-firm collaboration.    
However, a trans-regional associational economy can be restrained by different 
initiatives of trans-regional community organizations and state institutions. When their aims 
of conducting trans-regional cooperation are consistent and match local firms’ needs of 
external coupling, such an economy will work. The intention of state institutions to facilitate 
external coupling results primarily from their political consideration, rather than the demands 
of local firms. Sometimes state institutions may cooperate with trans-regional community 
organizations to conduct activities aiming at external coupling, but fail to satisfy local firms’ 
actual needs (c.f. Chapter 8).  
Meanwhile, trans-regional community organizations are unlikely to represent 
interests of all community members, given the diversity of their constituents. Internal 
conflicts may hamper these organizations’ contribution to a region’s external coupling. For 
example, firms in Region B are powerful enough to set the agenda of trans-regional 
community organizations. If these firms are only interested in local business, firms and state 
institutions in Region A will find it difficult to take advantage of these community 
organizations to smooth the external coupling process. In short, the effect of trans-regional 
community organizations on external coupling is dynamic, determined by the particular 
contexts in which they are situated at a specific moment. It depends on how these 
organizations deal with conflicting interests among various firms, and the tension between 
firms and state institutions.  
To sum up, trans-regional communities facilitate a region’s external coupling process 
through building informal and organizational ties between actors located in different places. 
	  	   72	  
On the one hand, a trans-regional community generates a common social space for firms and 
their distant counterparts through providing additional channels for communication, reducing 
language and culture difference, enhancing trust and carrying out supportive rules and 
conventions. On the other hand, a trans-regional community develops corresponding 
organizations to promote favorable institutional environments for firms’ external transactions 
by cooperating with other social organizations, especially state institutions. Before proceeding 
to my empirical analysis of the role of trans-regional communities in a region’s external 
coupling process, the next section offers four propositions to guide my empirical research into 
the Chaoshan region. 
3.4 Propositions 
 This thesis regards regional development as an outcome of the coupling between 
regional firms and extra-regional actors. According to the trans-regional framework shown in 
Figure 3-2, there are three facilitating mechanisms of external coupling: organization of 
production, state institutions, and trans-regional communities. Given space constraints that 
preclude a full analysis of all mechanisms, this research focuses on the mechanism of trans-
regional communities and attempts to answer how a trans-regional community shapes a 
region’s external coupling processes. Based on the above conceptual discussion, this section 
develops four propositions to unpack the facilitating role of trans-regional communities for 
external coupling.  
 
Proposition 1 
Social relations on the basis of a trans-regional community reduce the information 
asymmetry between regional actors and extra-regional ones, and hence catalyze the external 
coupling of this region. 
 This consideration of trans-regional communities allows us to rethink regional 
development. The GPN literature has demonstrated regional development as a dynamic result 
of coupling between regional firms and global production networks. When regional 
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advantages complement the strategic needs of non-local actors situated in global production 
networks, a coupling process will take place and lead to regional development (Coe et al., 
2004; Yeung, 2009b). However, the first step of this coupling process remains unclear. How 
can regional advantages be exposed to extra-regional actors? Mitigating asymmetries in 
information is considered as a significant beneficial effect of communities to improve the 
efficiency of economy (Granovetter, 1985; Wade, 1987). Through embedding in a trans-
regional community, regional firms can take advantage of social relations with extra-regional 
actors to exchange information, which help extra-regional actors be aware of regional 
advantages matching their strategic needs and thus activate external coupling processes. 
Meanwhile, by reducing the information asymmetry between the region and the external 
world, regional actors are clear about the needs of extra-regional actors and hence can 
promote certain sets of regional assets intentionally to sustain external coupling. During the 
coupling process, social relations on the basis of a trans-regional community continue to 
reduce information asymmetry between trans-regional business partners and facilitate their 
transactions. Chapters 6 and 7 will illustrate that a transnational/trans-regional community 
reduces information asymmetry between regional firms and extra-regional actors so to 
catalyze the external coupling process. Moreover, the empirical case will further show that 
this facilitating effect changes over time. 
 
Proposition 2 
Social relations on the basis of a trans-regional community smooth communication between 
regional firms and their extra-regional counterparts, and hence facilitate the external 
coupling of this region. 
The new regionalism literature has illustrated the significance of communication 
between firms and other institutions such as research institutes and governments for regional 
development. Communication between complementary firms smoothes their transactions and 
contributes to their understanding of production to make improvement in time. They can also 
be well informed of the characteristics of their competitors’ products and the quality and cost 
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of the production factors they use, and hence compare effectively their performance with 
those of their competitors (Maskell and Malmberg, 1999). Outside business hours, 
communication may happen in the forms of gossip in a coffee bar, occasional chatting in a 
social event held by community organizations, and so on. Geographical proximity, local 
social networks, norms, and conventions together with supportive intermediaries sustain 
effective communication so as to enhance collaboration and collective learning (Cooke and 
Morgan, 1998; Saxenian, 1994).  
As discussed in Section 3.3, a trans-regional community creates relational proximity 
through providing communicating channels, common language and culture, mutual trust, and 
even certain rules and conventions. This relational proximity compensates for the lack of 
geographical proximity among trans-regional firms and enables them to interact and 
communicate frequently and smoothly. The cooperation of trans-regional community 
organizations and state institutions as well as other social actors also accelerates the 
communication between regional and extra-regional actors including firms, governments, and 
social organizations. These trans-regional interactions help regional firms conduct effective 
trans-regional cooperation and even lead to trans-regional collective learning, and hence 
facilitate the external coupling of this region. For example, Chapter 7 will reveal how regional 
firms manage flexible and stable inter-regional transactions by taking advantage of such 
communication on the basis of a trans-regional community. The finding will also offer some 
reflections on the existing literature of local buzz for regional development.  
 
Proposition 3 
Social relations on the basis of a trans-regional community contribute to trust building 
between regional firms and their extra-regional counterparts, and hence sustain the external 
coupling of this region. 
Trust is viewed as an important contributing factor to sustain business networks, 
through reducing the transaction costs of exchange, increasing the flexibility, innovativeness 
and adaptability of firms, and improving the quality of information and knowledge flows 
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available to business persons, and so on (Murphy, 2006). Hess (2004) has noted that 
globalization is not a process of disembedding based on mere market transactions and 
impersonal trust, but rather a process of trans-regional networks embedding in, as well as 
creating and maintaining personal relations of trust. Since the external coupling process refers 
to sustaining trans-regional organization of production and marketing, the trust between 
regional firms and extra-regional actors favors these business networks. Section 3.3.1 has 
argued that a trans-regional community fosters the trust building process among its members 
located in different places. With the help of trust, firms do not require co-location with their 
business partners, but are still able to develop flexible, stable and speedy trans-regional 
transactions. These characteristics not only imply that the external coupling process of 
regional firms are sustainable, but also give regional firms an advantage over their 
competitors who are not embedded in a community. In fact, the facilitating mechanism of 
trans-regional communities for external coupling is related with the other two propositions. 
Trust is partly attributed to low degree of information asymmetry. Communication helps 
strengthen trust within a trans-regional community by enhancing face-to-face encounter, 
information transfer, and mutual understanding. This trust in turn supports the communication 
that allows in-depth information sharing and collective learning. The information symmetry 
between regional and non-regional actors is also increasing. Empirical cases about trust on the 
basis of a trans-regional community and external coupling will be primarily shown in Chapter 
7.         
 
Proposition 4 
Trans-regional community organizations serve as intermediaries among state 
institutions and firms located in different places, and hence foster a trans-regional 
associational economy from which a region benefits in regard to its external coupling.  
Previous three propositions discuss the effect of social relations on the basis of a 
trans-regional community on external coupling, whereas this proposition turns to the 
institutional dimension by focusing on trans-regional community organizations and state 
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institutions. According to Figure 3-2, in addition to direct influence on the organization of 
production and marketing, state institutions also interact with trans-regional communities to 
affect external coupling. Supportive political environments facilitate economic activities, 
while business associations serve as important intermediaries between firms and governments 
in order to achieve such an institutional environment (Cooke and Morgan, 1998; Depner and 
Bathelt, 2003; Morgan, 1997; Wang and Lee, 2007). When firms conduct trans-regional 
transactions, trans-regional community organizations help extend this effect of local social 
organizations to a broader scale through cooperating regional and extra-regional state 
institutions as well as firms (Depner and Bathelt, 2003; Wang and Lee, 2007). Trans-regional 
community organizations become an important actor in the sense of bridging state institutions 
and firms located in different places and fostering trans-regional supportive institutional 
environments for firms’ external coupling. Chapter 8 will mainly examine this proposition by 
revealing how a trans-regional associational economy is constructed and why trans-regional 
community organizations succeed or fail in this process.   
3.5 Concluding remarks: trans-regional communities, external coupling, and 
regional development 
This chapter has outlined a trans-regional framework for analyzing the mechanisms 
of external coupling. Based on the existing debate on regional development, I proffer how a 
trans-regional analysis of external coupling can shed light on the local-non-local connectivity 
driving regional development, especially in today’s increasingly interconnected global 
economy. This framework contributes to the regional development literature by providing a 
relational and multi-scalar perspective. On the one hand, my external coupling approach 
provides a more suitable account for understanding developing regions whose economy is 
dependent on external linkages. On the other hand, this research points to the importance of 
the domestic dimension in understanding regional development. In the theoretical framework 
of this thesis, regional development is a dynamic outcome of interacting and continuing 
coupling between regional and extra-regional actors, sustained by trans-regional organization 
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of production and marketing, state institutions, and trans-regional communities. These three 
mechanisms facilitate the external coupling process between regional firms and extra-regional 
counterparts. This framework leads to an understanding of the trajectories in developing 
regions endowed with a significant domestic market. It is not confined to the overestimation 
of regional innovation capacity or global-local connectivity for regional development. 
To achieve in-depth understanding of external coupling, my research primarily 
examines one facilitating mechanism, that is, trans-regional communities. Further to the 
existing studies of communities and economic activities, I identify two forms of trans-
regional communities that affect external coupling: informal ties and organizational linkages. 
A trans-regional community provides a common social space to support trans-regional 
business of firms embedded in this community. Meanwhile, trans-regional community 
organizations cooperate with state institutions to foster supportive institutional environments 
for firms’ external coupling. Building on the role of transnational communities for global-
local coupling in the GPN literature, I aim to demonstrate that a trans-regional community 
within a country is also likely to play a significant role in regional development. Furthermore, 
the institutional dimension in my framework seeks to rethink the narrow research focus on 
institutional thickness and associational economy in the existing literature on the new 
regionalism. 
In the remaining four empirical chapters, I examine my propositions in Section 3.4 
through the case of the Chaoshan region and Teochew networks. The key research question in 
my research is how transnational and trans-regional Teochew communities impact firms in 
the Chaoshan region to couple with both international and domestic markets. By employing a 
multi-scalar framework, Chapters 6 and 7 explore the mechanisms of Teochew communities 
for the Chaoshan region’s external coupling in relation to personal ties at global and national 
scales respectively. My institutional perspective will focus on Teochew associations both 
abroad and within China in Chapter 8. This study is supported by personal experience and 
negotiation in the field, together with secondary data. Before proceeding to empirical 
chapters, the next chapter accounts for my methodology in this research.    
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 Chapter 4 Methodology 
 
4.1 Introduction 
Qualitative research is naturalistic to the extent that the research takes place in real-
world settings and the researcher does not attempt to manipulate any phenomenon that has 
predetermined course established in a controlled setting (Patton, 2002). This methodology is 
prevailing among economic geographers who have “dirty hands” to produce empirically rich 
accounts of concrete and socially situated economic processes (Peck, 2005). Since this thesis 
concerns the issue of regional economy and transnational/trans-regional communities, which 
involves a specific set of social relations, qualitative methodology offers appropriate tools for 
my research. However, the distinctions between quantitative and qualitative research are not 
so profound that employing one means to resist the other (Bryman, 2001; Clark, 1998). Apart 
from primarily applying qualitative methods, I have also adopted some quantitative methods 
at particular “moment” of the research process. Furthermore, research in geography is 
sensitive to a specific research context (Hay, 2010; Yeung, 2003). A context is important for 
understanding research subjects and significant in shaping the research process. This makes 
fieldwork a dynamic process in which researchers have to keep reflecting on and revising 
previous research designs (Heimer, 2006).  
Awareness and reflexivity of research process, although often undermined through 
written texts (e.g. this thesis), are in fact imbued with research agendas and affect the 
outcome of a research (Pratt, 2000; Rose, 1997). Hence, this chapter revisits my field 
experience so as to reflect on the research process and outcomes as well as the existing 
discussion of methodology, and provides an assessment of methods utilized in my study. 
Following this introduction, the next section examines the fieldwork contexts of China that 
lead to specific research strategies. Section 4.3 argues for the significance of an open attitude 
during the fieldwork, causing peculiar diversion of research. Section 4.4 elaborates in detail 
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on the methods I used in the fieldwork, and a discussion of ethics and positionality is given in 
Section 4.5. Finally section 4.6 provides a short conclusion. 
4.2 Negotiating the “field” of guanxi research 
 A context sets contingent conditions in which economic action can be realized and 
analyzed (Yeung, 2003). This thesis attempts to examine how economic activities are shaped 
by the context mainly in light of transnational/trans-regional social relations (often in the 
form of guanxi). Hence, it aims at uncovering the context in which my fieldwork is situated as 
well. As Latour (1999) noted, the “field” does not pre-exist but is actively constituted through 
the research process. This is particularly true for doing research concerning with guanxi. I 
was not only studying guanxi in the field but also affected by guanxi during the fieldwork. 
Due to the specific research topic and fieldwork context, encounters in the field allowed me to 
reflect on the existing literature on methodology, such as the management of personal ties 
with informants and the limitation of gatekeeping and snowballing. 
4.2.1 Conducting guanxi in a guanxi study 
 My primary fieldwork sites consisted of the Chaoshan region and several cities in 
China, a developing country with diverse and specific social and cultural characteristics. 
Researchers have warned of high sensitivity to foreign researchers, low data accessibility, 
bureaucratic inefficiency, and corruption, and so on (Heimer and Thogersen, 2006; Lowe, 
2009; Yang, 1994). In China, guanxi shapes not only economic activities of firms but also 
individual behaviors in daily life (Hsing, 1998; Wank, 1999a; Yang, 1994).  My research 
topic about Teochew communities and the Chaoshan economy, which is related to a set of 
guanxi on the basis of hometown, required me to engage with the field more deeply in order 
to secure in-depth and subtle information. Hence, doing guanxi research in China posed 
challenges to my fieldwork in three ways. 
 First, this specific research topic and context generates high demand on linguistic 
ability. Language is a crucial tool to conduct and understand guanxi since it requires subtle 
expression. There are diverse dialects in China. Even though most Chinese are able to speak 
	  	   80	  
Mandarin, communicating in a mother tongue can make informants more relaxed and willing 
to express details with sophisticated meanings. In my case, I can speak both Mandarin and 
Teochew dialect fluently. My interviewees often showed their happiness to talk to a 
Teochew-speaking researcher. As an interviewee said, 
You are Teochew. That’s good. Then I can tell you more and I can speak more freely, because 
you understand the Teochew dialect and you know what I say (Interview in Chaozhou, 14 July 
2010). 
 
This language ability also increases the validity of research, particularly as for qualitative 
research, because a researcher can directly absorb social meanings from the conversation, 
which may be lost during translation (Temple and Young, 2004). Speaking informants’ 
mother tongue favors qualitative research of guanxi in the field that guanxi is also 
emphasized, since to explain corresponding phenomena requires our understanding of subtle 
but unwritten information.  
Second, the emphasis on guanxi in fieldwork context results in the difficulties of 
using certain methods, such as questionnaires. Admittedly, some researchers have conducted 
questionnaires during their fieldwork in China such as Yang’s (2009) study of the Pearl River 
Delta, Wei et al.’s (2007) study of the Yangze River Delta, and Qiu’s (2005) study of Shanxi. 
However, this form of data collection would seem too formal to people in the Chaoshan 
region. Interviewees of entrepreneurs and managers told me that they felt uncomfortable with 
questionnaires. They noted their mistrust of a stranger researcher even if he/she brought 
approval documents, let alone telephone surveys. It is less possible to have pre-existing 
guanxi with all informants when doing questionnaires because the process of selecting 
informants is relatively random. Meanwhile, the rigid form of “questioning and answering” 
hampers a researcher to construct guanxi with the informants, which may make the 
informants unwilling to offer information. When I was doing questionnaire survey in the 
field, some informants claimed that they preferred to answer the questions in a casual and 
conversational way, in which informants and the researcher could have more interactions and 
establish closer relations. In fact, the demand of guanxi with a researcher partly results from 
the regional culture that emphasizes social relations to build up mutual trust, and more 
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importantly, should be attributed to the ill-regulated business environments in the Chaoshan 
region. Many interviewees commented that they made profits from “the grey areas of 
policies” (Interviews in Chaozhou, 16 March 2010; 21 July 2010; etc.). Thus, without enough 
trust towards the researcher, informants are unlikely to provide information about their 
business. This also prevents me from securing specific information not only in questionnaires 
but also in in-depth interviews, such as the employee numbers, the annual profits, and so on. 
In short, the overemphasis of guanxi in the field made me unable to conduct large-scale 
questionnaires and collect detailed quantitative information about local firms in Chaoshan. As 
a result, this research relied mainly on qualitative data while utilized quantitative data as a 
supplement.  
Besides, the guanxi-emphasized context led to a third challenge of my fieldwork: 
constructing familiarity with informants. Networking is something that needs to be done from 
the beginning and during the entire fieldwork (Cloke et al., 2004). In China, a crucial way of 
networking is to utilize a researcher’s personal ties. For example, G. Yeung (2009a) 
conducted interviews of the banking industry in China through personal networks. As Yang 
(1994) noted, guanxi exchange can only be carried out between two parties who have 
established guanxi on the basis of familiarity. To construct such a basis of familiarity, it was 
helpful to warm up my interviews by starting with conversation about things or persons that 
the interviewee and I both knew.  
Furthermore, finding an appropriate intermediary person between a researcher and 
informants was another useful approach. The interaction with the secretary of a local 
industrial association Mr. Z was a representative example. Introduced by a government 
official, I interviewed Mr. Z and he also agreed to arrange some interviews of entrepreneurs 
for me. But he did not take any action until he found that my aunt was a secretary of this 
industrial association at the provincial level and they knew each other well. In other words, 
personalized relations (i.e. the relation between Mr. Z and my aunt who was his acquaintance 
and my kinship with my aunt) worked more effectively in networking informants than 
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organizational relations (i.e. relations between the government department and the local 
industrial association).  
In short, the guanxi-emphasized context, such as in the Chaoshan region where 
people engage extensively in social networks, requires researchers to put effort to establish 
and develop personal relations with informants. The role of a researcher as an outsider 
hampers conducting fieldwork, if he/she fails to build up guanxi and to embed himself/herself 
in the field. Furthermore, this guanxi-emphasized approach also challenges the existing 
discussion of gatekeeping and snowballing in fieldwork. 
4.2.2 Limited gatekeeping and snowballing in a guanxi-emphasized context 
 Doing interviews during fieldwork requires access to a targeted group of people. To 
gain access researchers often encounter gatekeepers who are in an official position to handle 
inquiries about an organization or who are powerful figures within a particular group. 
Snowballing is also usually applied to groups of subjects who are not amenable to direct 
approach or who are difficult to get hold of (Cloke et al., 2004). “Snowball sampling” by 
asking initial informants to provide interview contacts is a common and practical method 
used in social research (Mason, 1996). In my fieldwork, I encountered gatekeepers and 
utilized snowballing to approach new interviewees, but the specific research context in China 
constrained their positive effects. As mentioned above, an appropriate intermediary is crucial 
for networking informants. Without pre-existing guanxi, a researcher needs intermediaries to 
build enough trust with informants. This trust building process can be fostered through strong 
ties between intermediaries and interviewees, and/or close relations between the researcher 
and intermediaries. This limits the effect of gatekeeping and snowballing on bridging a 
researcher with a group of informants.  
Effective gatekeepers should be endowed with sufficient relations with prospective 
interviewees in order to pursue them to accept the researcher. In my fieldwork, I approached 
76.9% of interviewees through intermediary people, including previous interviewees and my 
acquaintances. Among them, two provided me six interviewees per person, whereas none of 
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others brought me over three interviewees per person. That is, these two persons served as 
typical gatekeepers. One was Mr. Z mentioned earlier who brought me six local firms. 
Another was a senior official of a government department in charge of domestic Teochew 
associations, Mr. H, who helped me gain interview permission with six Teochew associations. 
In the former case, as discussed previously, to open the gate of this group of local firms, I 
benefited from Mr. Z as a visible gatekeeper, and my aunt as an invisible intermediary. 
Hence, a gatekeeper should be considered as a set of relations rather than a person. It refers to 
a hybrid of relations facilitating a group of people to trust a researcher, rather than the real 
person as often discussed in the existing methodology literature (Cloke et al., 2004: 156). 
Mr. H’s case reveals that the role of gatekeepers worked better in the entry to 
organizations rather than accessibility of individual interviewees. Thanks to my pre-existing 
social networks in Chaoshan, I was not trapped in bureaucratic problems so much as 
researchers who were likely to encounter in developing countries. Mr. H offered me the 
contact details of Teochew associations within China, and allowed me to contact them in his 
name (i.e. in the name of his department). In this way all Teochew associations that I 
contacted accepted my interviews. In comparison, both Mr. Z and Mr. H took advantage of 
their positions in their organizations, but the relationship between Mr. H and leaders of 
Teochew associations was more inter-organizational. This is why an official can serve as a 
gatekeeper in ways similar to the discussion in the existing literature. In short, in the context 
of China, gatekeepers are more effective in inter-organizational areas than inter-personal 
realms that require more guanxi to sustain. 
In the case of snowballing, this guanxi-emphasized research context constrains the 
length of a snowballing chain. Since the intensity of guanxi is decreasing with the extension, 
the snowballing chain in my fieldwork seldom went beyond three people. Usually the initial 
person had the strong social connection with the second interviewee and me, such as relatives, 
close friends, and so on. This connection made the second interviewee obligated to introduce 
me a third one, whose relation with me was too weak to continue the snowball.  
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Besides, the types of interviewees decide whether snowballing can happen. Cloke et 
al.’s (2004) suggested asking initial informants to provide interview contacts in light of 
snowballing effect. I tried but failed most of the time when my interviewees were 
entrepreneurs. With a lack of well-regulated business environments and low degree of mutual 
trust, firms in China were very sensitive to the possibility of business information leakage. 
My entrepreneur interviewees explained the lack of cooperative culture of local firms in the 
Chaoshan region made it unlikely for an entrepreneur to introduce another entrepreneur to 
me, since they had to avoid participating in any events related to each other’s business 
information. However, snowballing effect occurred when initial informants maintained 
cooperative rather than competitive relations with prospective interviewees. For example, a 
trader agreed to introduce me to a manager of a logistics company, while this manager helped 
me approach to another trader, whom the previous trader also knew in person. In other words, 
a cooperative relationship with the logistics manager and traders could facilitate the 
snowballing chain. The relations between (potential) interviewees shape the effect of 
snowballing. Yang’s (2009) study of firms in the PRD also mentioned that she got 
interviewees from former interviewees who were their suppliers. 
Due to the limited help of gatekeeping and short snowballing chains, I largely had to 
take advantage of my dual identity: an insider and a researcher. Table 4-1 illustrates various 
approaches to interviewees. There was only a small portion (8.5%) of interviewees with 
whom I did not have any previous connections. 54.9% of my interviewees were introduced by 
my acquaintances and 14.6% of interviewees were my acquaintances. To avoid a biased 
sample caused by the reliance on personal relations with interviewees, I set up a pool of target 
interviewees according to certain sampling strategies that will be discussed in Section 4.4.3. 
In other words, I did utilize my personal relationship to approach interviewees, but the 
selection was not merely based on personal relationships.  
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Table 4-1 Approaches to interviewees 
Approach Number Ratio 
Direct contact 7 8.5% 
Through researcher’s personal ties 12 14.6% 
Through an acquaintance of the researcher 45 54.9% 
Through previous interviewees 18 22% 
Total 82 100% 
Source: Author’s fieldwork in China, 2010. 
 
 
 Therefore, conducting fieldwork about guanxi in a guanxi-emphasized context 
requires special attention to building guanxi between a researcher and informants. Using a 
mother tongue language and constructing common social ties with informants can smoothen 
the interviews. This significant emphasis on guanxi, however, hampers the effectiveness of 
using certain research methods such as questionnaire surveys. Moreover, doing research in 
this context reveals limits of gatekeeping and snowballing that are neglected in the existing 
methodology literature. My fieldwork experience shows that gatekeepers should be taken 
account in a relational sense and they tend to work better in access to organizations. A 
guanxi-emphasized context constrains the length of snowballing chains, and requires 
cooperative relations between informants to make snowballing more effective.  
4.3 Stay open: reframing research in the field 
 A research proposal well designed before the fieldwork can increase the efficiency of 
research, whereas the fieldwork often provides more surprises than the researcher can expect 
in a proposal. Hence, it is important to be open and reflective during the fieldwork and fine-
tune the research process when necessary. Patton (2002) advices to allow the design to 
emerge flexibly as new understandings open up new paths of inquiry (also see Salmon, 1992). 
Table 4-2 demonstrates different phases of my fieldwork. After completing a research 
proposal and conducting some preliminary research in Chaoshan and several cities, I 
redeveloped my research proposal and made some revisions to my research focus. The 
changes were led by this open and reflective attitude, which refers to the merits of qualitative 
research. 
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Table 4-2 Fieldwork process 
Time Site Task 
2009 Singapore Research proposal 
Feb. – Mar., 
2010 
Chaozhou Preliminary research of the Chaoshan economy 
April, 2010 Shanghai, Hangzhou,  
Yiwu 
Preliminary research of Teochew business people and 
Teochew associations 
May – July, 
2010  
Chaozhou The wedding and evening dress industry and the 
ceramic industry, local government and industrial 
associations 
August, 2010 Guangzhou, Foshan Teochew associations, Teochew ceramic business 
people  
Sep., 2010 Shantou The toy industry and industrial associations 
Oct., 2010 Beijing, Yiwu, 
Guangzhou, Foshan 
Teochew associations, Teochew toy business people,  
Oct. – Nov., 
2010 
Shantou, Chaozhou The toy industry 
Source: Author’s fieldwork, 2010. 
 
 
 Fine-tuning the research focus in the fieldwork was driven by the unexpected 
discovery of Yiwu, a city in Zhejiang Province and the worldwide largest agglomeration of 
specialized markets of small commodities. My initial research proposal did not take Yiwu 
into consideration. As Table 4-2 demonstrates, my first stop outside Chaoshan was Shanghai, 
since I only considered large commercial cities with economic connections of Chaoshan as 
research sites. I happened to find out a direct flight from Shantou to Yiwu when booking 
online the air ticket to Shanghai. I was surprised given the limited number of flights in 
Shantou Airport. Keeping the principle of being open in my mind, I decided to go to Yiwu 
after my visit of Shanghai since it only takes one and a half hour by train. 
Visiting Yiwu turned out to be very productive, because the significant agglomeration 
of Teochew business people there helped uncover some important issues in my research and 
facilitated data collection. Teochew business people clustered in specialized markets to sell 
several categories of commodities made in Chaoshan. This reminded me of previous 
interviewees of Chaoshan entrepreneurs, some of whom mentioned specialized markets 
contributing to their domestic marketing.  Comparing with my trips to Shanghai and 
Hangzhou, I realized that cities with specialized markets rather than large commercial cities 
might offer significant empirical cases for my research due to their industrial specificity. 
Subsequent interviews with local entrepreneurs confirmed this assumption. Finally Yiwu and 
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Foshan were selected as main research sites outside the Chaoshan region, because the largest 
specialized markets of ceramics and toys were respectively located in these two cities, while 
these two industries serve as my key cases. The discussion of specialized markets in distant 
cities such as Yiwu and Foshan makes up an important part of my thesis (see Chapter 7).  
Meanwhile, new and valuable themes are likely to emerge from the field after 
researchers’ reflection, even in the same field site. Take for example the theme of a Teochew 
community within relational clusters of specialized markets (see Section 7.3.1). My earlier 
proposal had ignored intra-regional networks in other regions outside Chaoshan. During an 
informal conversation in Yiwu, I noticed the cooperation between Teochew traders and 
logistics companies operated by Teochews. Realizing this missing dimension of my research 
and informally interviewing some informants during this process of fieldwork, I designed a 
new set of interview guides of non-local Teochew business people by adding questions about 
intra-regional Teochew networks, and selected non-local Teochews working in related service 
industries as interviewees. I also contacted the previous two interviewees to complete the new 
questions. This revised research guide was employed in the fieldwork in Foshan later. In other 
words, staying open in the field saved me from the partial research framework designed 
before the start of my fieldwork. 
Researchers usually face a dilemma between building theories from the field and in 
the literature. In order to balance these two approaches, staying open is crucial for fieldwork. 
Human geographers’ field is a “social terrain” (Nast, 1994: 56-57). So my research field, the 
Chaoshan region, should be considered in a relational sense that determined how I should 
choose my research sites and subjects. Tracing relations of research subjects led to further 
reflection and revision of my research process, while staying open to the real phenomena I 
encountered was an important approach to achieving it. Therefore, as an important principle 
of qualitative research, staying open does not only refer to a flexible research design and 
gathering information from different perspectives (Patton, 2002), but also requires one’s 
sensitivity to linking unexpected happenings back to the research topic during every moment 
of the fieldwork, such as the unexpected discovery of Yiwu as research sites and the new 
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theme of intra-regional Teochew networks emerging from the field. Staying open in this sense 
enables us to get more productive data from the fieldwork that in turn is a dynamic process. 
4.4 Data collection 
 To expound the social embeddedness of economic action, contextualized quantitative 
data and relational qualitative data together provide empirical information to sustain such 
research (Yeung, 2003). A combination of qualitative and quantitative data helps bridge the 
traditional dualism in the quantitative-qualitative divide (Sayer, 2010). Hence I did not 
prioritize any particular kind of data in the fieldwork. Patton (2002) elaborates on three 
primary kinds of qualitative data: in-depth and open-ended interviews, direct observations, 
and written documents. Questionnaires, statistical data, and official documents provide 
quantitative data for analysis. In fieldwork I collected data mainly from four sources: 
documents, observations, interviews, and questionnaires.  
Table 4-3 lays out my research objectives, information needed, and sources able to 
provide the appropriate types of information. Given my research concern with 
transnational/trans-regional communities and external coupling, my informants were mainly 
Teochew economic actors, organizations of Teochew community, and state institutions in the 
Chaoshan region. Some may question that studying the importance of guanxi by only looking 
at people who already have guanxi is self-evident. However, this thesis attempts to explore 
the mechanism of how Teochew communities can affect firms’ performance in Chaoshan, 
instead of proving the importance of Teochew networks.5 This mechanism can only be found 
in the group of Teochew business people, rather than non-Teochews. Focusing on the 
Chaoshan region and transnational/trans-regional Teochew business people, this section 
discusses the methods I used to collect data in detail. 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  5	  In fact, my research has shown that under certain conditions transnational/trans-regional social relations on the 
basis of Teochew communities might become insignificant for economic action (e.g. Chapter 6). 	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Table 4-3 Research objectives, information and sources 
Objectives Information required Sources 
- To understand the 
Chaoshan economy  
- Developing trajectory of Chaoshan 
economy in the contemporary era 
- Pattern of Chaoshan economy 
- Transnational/trans-regional 
economic relations of Chaoshan 
firms 
- Statistics 
- Scholarly writings; government 
reports and documents; newspapers 
- Primary field observation 
- Interviews with governmental 
officials, scholars and locals  
- To understand 
Teochew communities  
- Transnational social and business 
networks of overseas Teochews  
- Trans-regional social and business 
networks of Teochews within China 
- Documents of Teochew 
associations 
- Websites such as chaoren.com 
(Teochew on line) 
- Scholarly writings; newspapers 
- Interviews with related officials, 
Teochew business people, and 
Teochew associations 
- Participant observation 
- To examine the 
interaction between 
Teochew communities 
and the external 
coupling of Chaoshan 
firms 
- Individual Chaoshan firms’ 
histories 
- Firms’ transnational and trans-
regional economic activities (exports 
and domestic sales) 
- Situation of Teochews’ 
participating in this process 
- Interviews with Chaoshan firms, 
non-local Teochew business people 
cooperating with Chaoshan firms, 
and Teochew associations 




- To examine how 
state institutions shape 
the interaction between 
Teochew communities 
and the external 
coupling of Chaoshan 
firms 
- Local state institutions related to 
affairs of Teochew associations and 
local firms’ transnational/trans-
regional economic activities 
- Related programs these state 
institutions conducting  
- Response from local firms and non-
local Teochews 
- Government reports and 
documents, newspapers, and 
websites 
- Documents of Teochew 
associations 
- Interviews of local officials, 
business people, and Teochew 
associations 
- Participant observation 
Source: Author’s fieldwork in China, 2010. 
  
4.4.1 Document 
 I intended to collect primary and secondary data from written documents mainly in 
two aspects: the Chaoshan economy and Teochew communities. Specialized institutes of 
Teochew studies were assumed to have abundant collection in these areas. However, all such 
institutes in the Chaoshan region: the Institute of Chaozhou Culture at Hanshan Normal 
University; the Research center of Chaoshan Culture at Shantou University; and the Research 
Center of Chaoshan History and Culture could only provide materials on Chaoshan history, 
biographies of famous Teochews, and popular books about the Chaoshan economy. Instead 
libraries of National University of Singapore offered more reliable academic writing on 
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Chaoshan and Teochews. Studies on Chinese transnational networks may use Teochews as 
their cases and so I extracted related parts from them. 
 In addition to libraries, I attempted to ask for detailed statistics on the Chaoshan 
economy from local bureaus of statistics. However, officials there claimed that they could not 
provide more data than published statistical yearbooks. Without enough guanxi with insiders 
in these departments, I gave up and depended on statistical yearbooks for my quantitative 
analysis on the Chaoshan economy. Fortunately a senior official in the policy research office 
of Chaozhou government offered me several government reports on Chaozhou economy. As 
for Shantou and Jieyang, the other cities of the Chaoshan region, I had no personal 
connections and failed to get more documents beyond publicly available data. 
 Teochew associations were another source for written documents, since most of them 
published journals or commemorative books. They provided me with internal documents such 
as contact lists of members, conference notes, and so on. Besides, related websites such as 
www.chaoren.com (meaning “Teochews on line”), http://cs.chaoshan.com (website of 
Chaoshan Business Convention) and http://ct.chaoren.com (website of Teochew International 
Convention), reported histories, organizations and events of Teochew associations and the 
Chaoshan region. I also paid attention to newspapers and other websites and extracted 
information related to my research topic. Individually, data from each of these documents 
might be trivial, but as a whole they served as an important database for my understanding of 
Teochews and their activities. Such an approach of data “triangulation” helps avoid the 
fallibility of any single source that may generate partial or fake data (Denzin, 2006). This 
principle also drove me to secure more qualitative data of observations and interviews.     
4.4.2 Observation 
 Participant observation is usually used in qualitative research (Mason, 1996). Yeung 
(2003) argues that “being there” promises not only more reliable data through direct 
observations and experiential recording, but also more valid data from observing the subtlety 
of certain economic processes and the behavior of social actors. In fieldwork I conducted 
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direct observation and participant observation in light of practical conditions. Visiting 
entrepreneurs’ offices and staying there with permission allowed me to observe the daily 
practice of Teochew business people. Sometimes they guided me around and showed me the 
process of production and the division of labor. Casual chats with staff in Teochew 
associations provided me with opportunities to investigate into their daily work. I had 
opportunities to accompany business people when they were doing business outside the 
offices. As mentioned in section 4.2, in my fieldwork these opportunities primarily resulted 
from strong enough guanxi with my informants I had established. 
 Furthermore, I conducted participant observation in events organized by associations 
and governments. Having dinner with members of Teochew associations allowed me to 
observe their informal communication.6 In 2009 I attended the 14th Teochew International 
Convention (TIC) 7  in Guangzhou, in which I observed how Teochew associations 
communicated with each other and with governments, and gained the experience of being a 
Teochew in such a Teochew getting-together. In Chaozhou a local entrepreneur brought me to 
an award ceremony of private firms organized by the local government. Field notes about the 
settings, the conversation, and activities after these events contributed to my qualitative data.   
 Due to the guanxi-based research context, I could only participate in and observe the 
settings where I had personal contacts. My guanxi with informants enhanced my identity as a 
participant rather than an independent observer. This situation made the people less affected 
by the feeling of being observed, and helped me get closer to the reality. However, this 
closeness sometimes disrupted my research focus. For example, entrepreneurs tended to show 
me the products in detail and complained about troubles caused by increasing labor wages. In 
certain events I participated in, other participants were usually interested in my background 
and I had to spend time in sharing information such as how to study abroad.    
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  6	  My	   identity	   as	   a	  Teochew	  greatly	   reduced	   these	  people’s	   feeling	  of	  being	  observed.	  Although	   they	  were	  aware	  of	  my	  research	  goals,	  they	  treated	  me	  as	  a	  person	  sharing	  the	  common	  Teochew	  identity	  rather	  than	  as	  an	  observer.	  This	  issue	  will	  be	  discussed	  in	  relation	  to	  positionality	  in	  Section	  4.5.	  	  7	  This	   is	   a	   biyearly	   conference	   of	   Teochew	   associations	   all	   over	   the	  world.	   It	   is	   also	   a	   non-­‐governmental	  organization	  registered	  in	  Hong	  Kong,	  considered	  as	  a	  global	  Teochew	  association.	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4.4.3 Interview 
Interviewing is one of the most primary research methods in social science. 
Interviews employ knowingly interactive research so as to gain access to the meanings that 
subjects attribute to their respondents’ experiences of the real world (Cloke et al., 2004). 
From the 1980s human geographers increasingly found a match between what interviewing 
can offer and their research issues. Economic geographers commonly use this method to 
collect information of subtle economic process in certain context settings (Tickell et al., 
2007). During fieldwork informal conversational interviews were applied whenever possible 
and I took notes right after the interviews. Besides, I conducted 82 semi-structured in-depth 
interviews, which served as the primary data set of this research. Table 4-4 shows five 
categories of interviewees: (1) economic actors (local firms and non-local trading firms and 
stores), (2) Teochew associations, (3) local industrial associations, (4) government officials, 
and (5) local researchers. The selection of interviewees was based on purposeful sampling, 
because qualitative research depends on information-rich cases rather than large randomly 
selected samples (Patton, 2002).  
Table 4-4 Categories of interviewees 
Interviewees	   No.	  
Firms (manufacturing) in Chaozhou  18 Wedding and evening 
dress industry Trading firms in HK 1 
Firms (manufacturing and trading) in Chaozhou  20 
Ceramic industry Trading firms/stores in Shanghai, Guangzhou and 
Foshan 10 





Toy industry Trading firms/stores in Yiwu 9 
2	   Teochew associations Shanghai, Yiwu, Foshan, Beijing 5 
3	   Industrial associations Chaozhou, Chenghai 4 
4	   Government officials Chaozhou 4 
5	   Researchers Chaozhou, Shantou 3 
Total 82	  
Source: Author’s fieldwork in China, 2010. 
 
 
As discussed in Chapter 3, the external coupling of a region can be examined through 
transnational/trans-regional economic activities of local firms. Local firms and their extra-
regional business partners became my main research subjects (66 out of 82). Constrained by 
time and funding, I obtained information about foreign buyers from local firms, but directly 
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approached domestic buyers. Given Teochew associations as formal organizations of the 
Teochew community, leaders of these associations served as my interviewees to enhance my 
understanding of Teochew communities. Leaders of local industrial associations and officials 
of government departments were key informants for state institutions that were related to 
local firms’ external coupling and Teochew communities. Finally, several interviews with 
local researchers provided supplementary information on the Chaoshan economy and 
Teochews due to their abundant empirical knowledge.   
I applied different sampling strategies to different groups of interviewees. As for 
social organizations and governments, I attempted to interview all organizations related to the 
industries and locations I had chosen. Hence, Teochew associations included those in my 
main research sites: Yiwu and Foshan; the one in Beijing due to its important status in 
Teochew association networks in China, and the one in Shanghai as a supplement. I 
interviewed the corresponding industrial associations in the wedding and evening industry, 
the ceramic industry, and the toy industry, which comprised my empirical cases. Government 
departments I approached for interviews consisted of those related to affairs of overseas 
Teochew associations, domestic Teochew associations, and local economy.  
As for economic actors, to achieve representativeness, I combined various strategies 
for a purposeful selection. According to maximum variation sampling, my interviewees 
covered a variety of categories, including foreign owned enterprises, state owned enterprises, 
and private enterprises; top firms, general firms, small firms, and even failed firms; 
manufactures, traders, wholesalers, and authorized agents; local firms in Chaoshan and 
economic actors outside Chaoshan8. Strategies of typical case sampling and critical case 
sampling were employed through interviewing firms that were significant for the industry and 
I focused more on general firms than particular firms. To make sure of validation, I only 
interviewed entrepreneurs or top managers of corresponding firms. 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
8 The small number of non-local wedding and evening dress economic actors resulted from the industrial 
characteristics of few domestic sales.	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My interviews usually began with casual chats of common acquaintances or recent 
news about Chaoshan to help interviewees feel relaxed and become open to me. Each 
interview took about an hour and a half, providing enough time to collect information I 
planned to inquire. Due to established guanxi with interviewees, I was able to contact 
previous interviewees when necessary. The conversation was taped if the interviewee agreed. 
Otherwise, I took notes during an interview and then completed them right after the interview 
in order to keep as much data as possible. At the end of each interview, I asked whether the 
interviewee wanted to check the transcription. Interestingly no interviewee was interested in 
it. 
In this guanxi-based interviewing context, I benefited from the openness of 
interviewees, while this intimate relation sometimes disrupted my focus during interviews. 
Interviewees tended to provide me with detailed and subtle information. Sometimes I had to 
make an effort to keep the conversation focusing on the research topic, because interviewees 
would like to drive the interviews rather than to answer my questions. They shared their ideas 
about my research and even suggested me to change a topic. At this moment I expressed my 
appreciation but kept on asking my planned questions in a tactical way. Admittedly their 
suggestions helped my understanding of the real world to some degree, but most of them were 
rooted in their misunderstanding of academic research.  
4.4.4 Questionnaire 
Questionnaires allow researchers to count differing kinds of responses to questions 
and produce numeric measurements of what people think and how they behave (Cloke et al., 
2004: 130). This method is capable of gathering information from a wider sample and 
providing measurement of key concepts, values, and meanings of qualitative data, though the 
depth and extent are relatively limited (McGuirk and O'Neill, 2010). However, I encountered 
an anti-questionnaire attitude of informants in fieldwork, which might have resulted from the 
low educational level of some informants, and more importantly, the guanxi-based research 
environment. Informants will not provide data until a researcher build up some kinds of 
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rapport with them (c.f. Section 4.2.1). Hence, it was better to conduct questionnaires in the 
form of face-to-face conversations. This way of doing questionnaires was time-consuming 
and precluded me from a large-scale questionnaire. Data from questionnaires can only serve 
as supplementary source in this research. 
I designed two sets of questionnaires in the toy industry, with 40 samples for each 
group on the toy industry: one for distributors in a specialized market in Yiwu, and one for 
local firms in an exhibition in Chenghai. The other two industries failed to provide such an 
opportunity in which potential respondents were clustering and not very busy at the same 
time. I piloted several questionnaires among friends with similar background of prospective 
respondents to make sure that the questions could be clearly understood and the time was 
appropriate.  
A combination of judgment and convenience sampling was applied to the selection of 
respondents. As for non-local Teochew distributors, the survey site was a specific zone of 
typical made-in-Chaoshan toys and I could identify Teochews according to their languages. 
In the case of local firms, all participants of the exhibition were local toy firms, and I chose 
respondents randomly. In fact, this sampling method caused some respondent bias. These 
respondents were those who either could afford the rent in the specialized market or were 
large enough to attend an exhibition. They agreed to complete my questionnaires partly 
because of their better-educated background or ambition to express themselves. Among those 
people who refused my questionnaires, several of them claimed that they preferred an 
interview, because they “don’t like such an intellectual form” (Field note in Yiwu, 5 October 
2010) or they wanted “to be low-pitched” (Field note in Chenghai, 8 November 2010). 
Overall, the response rates were acceptable, 87.5% for distributors while 85% for local firms. 
These questionnaires offered numeric measurements and helped me get a general idea of 
some research issues, such as the different importance of various approaches to markets, the 
composition of a firm’s sales, the portion of local firms’ different types of distributors, and so 
on. 
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4.5 Ethics and positionality 
 Ethical issues were involved in every phase of the fieldwork. Before going to China, I 
applied to the Institutional Review Board of National University of Singapore for approval. 
The research purpose was clearly made to informants before I collected data. In the guanxi-
based research context, signing an informed consent form was too formal for interviewees to 
carry a relaxed conversation. So I usually obtained the consent from interviewees in an oral 
form and taped it. I asked for their permission before revealing their identities. As for most of 
my informants I let them know that I would use anonymous names. Some interviewees were 
sensitive about their business information, and so I kept this kind of data confidential. 
Sometimes interviewees liked to ask information about previous interviewees, and I had to 
refuse to answer, but I did share my own ideas about the topics so as to make them 
comfortable and feel respected. All primary data were kept closed and not available to any 
third party even after the fieldwork. 
 Stemming from a feminist perspective, knowledge is fundamentally situated and 
partial, produced by actors positioned in various relations within research (Rose, 1997). 
Economic geographers, especially those engaging in qualitative work, are now well versed in 
the notion that researchers have a positionality that shapes their relationship with the research 
subject (Kelly and Olds, 2007). In my fieldwork, personal relations between a researcher and 
informants, rather than other social aspects such as gender or foreign and academic 
background, impacted significantly on research encounters (c.f. critique of the existing 
literature's overemphasis on such catogories of positionality in Moser, 2008). According to 
my experience, different foundations of these personal relations led to dynamic power 
relationships between a researcher and informants and hence determined the positionalities.  
As for the interviewee who was my acquaintance, the previous relationship continued 
to influence our interactions. For instance, an interviewee, who was my mother’s friend and 
knew me for a long time, considered me as a child whom he had to teach during the 
interview. I felt his tendency to resist the position of being researched. Apart from my 
previous relations with interviewees, the relationship between the referee and me as well as 
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between the referee and the informant also shaped the positionalities. My encounter of the 
secretary of a local industrial association Mr. Z pointed to this issue. A senior governmental 
official introduced me to Mr. Z, and I could obviously feel the distance between a researcher 
and an interviewee during our interview. Later he knew that my aunt was his colleague, and 
the power relations between us changed. He talked to me in a relaxed way, and treated me as 
a niece of his friend. He presented an active attitude towards my questions such as criticizing 
my topic, suggesting me to pay attention to certain issues, complaining about the government, 
and so on, rather than passively answering them as before. As Shurmer-Smith (2002) pointed 
out, power relationships in interviews are not fixed but shift and change according to how the 
researcher and researched are interacting with one another. Take for example my mother’s 
friend mentioned above, with our conversation going on I showed my knowledge about the 
topics we discussed, and he treated me more seriously. Then I became more powerfully 
positioned during the interview process than at the beginning.  
In short, my positionalities were dynamic and plural during the fieldwork, and the 
context of research enhanced certain sets of relations rather than others to influence my 
interactions with the people I researched. In fieldwork I remained continuously reflexive 
towards the issue of positionalities that were not only shaped by my dual-identity of both a 
researcher and an insider involved in a Teochew community, my gender as female, and my 
foreign university background, but also the dynamic and comprehensive personal relations 
with informants. 
4.6 Concluding remarks: contextualizing methods in the field 
 This chapter has described the methodological approach employed in my research. In 
Chinese society, guanxi plays an important role in inter-personal interactions. Guanxi is 
crucial to understanding transnational/trans-regional economic activities that I study, and also 
shapes my fieldwork in China. I faced challenges in fieldwork because of this specific 
research context, such as language skills, difficulties in doing surveys, putting effort into 
managing personal relations with informants, limited effect of gatekeeping and snowballing, 
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and so on. My fieldwork experience demonstrated the significance of staying open towards 
unexpected findings for research. This flexible and reflective attitude led to peculiar 
diversions of the fieldwork process and helped me fine-tune my research. Armed with various 
methods of data collection, I have finally developed a data set comprising written documents, 
notes of observation in the field, interview transcriptions, and completed questionnaires. 
Issues of ethics and positionalities were kept in mind throughout all phases of the fieldwork 
and made me reflective on the research context and the data I collected. In the next four 
chapters, I will turn to the empirical studies of Chaoshan and Teochew communities, by 
examining the role of overseas Teochews, domestic Teochews, and Teochew associations for 
the external coupling of the Chaoshan region. 
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 Chapter 5 Economic development of the Chaoshan region 
5.1 Introduction 
As noted in Chapter 3, external coupling, as a sustaining interactive process between 
regional firms and extra-regional actors, can lead to regional economic development and is 
conditioned by three mechanisms: the organization of production and marketing, 
transnational/trans-regional communities, and state institutions. This argument is derived 
from recent GPN framework of regional development (e.g. Coe et al., 2004; Yeung, 2009b) 
and avoids the overemphasis on regional endogenous capability in regional studies (e.g. 
Cooke and Morgan, 1998; Bathelt et al., 2004). Meanwhile, the trans-regional framework of 
external coupling developed in this thesis helps us apply a multi-scalar analysis to regional 
development, which is not well developed in contemporary studies (c.f. Sections 2.5 and 3.2). 
With a focus on the key mechanism of transnational/trans-regional communities, my research 
examines the external coupling process of a region with international markets and the 
domestic market, both of which contribute to regional development.     
 As mentioned in Section 1.3, the Chaoshan region and its corresponding Teochew 
communities provide a good example for us to study transnational/trans-regional communities 
and the external coupling process of a region within a multi-scalar framework. This chapter, 
as the first empirical analysis, provides an overview of the Chaoshan economy before 
proceeding to more detailed analysis of transnational/trans-regional communities in the later 
chapters. Similar to the experience of increasing foreign investment in South China during the 
early period of the open-door policies in the 1980s (Hsing, 1996; Leung, 1993; Smart and 
Smart, 1991; etc), the Chaoshan region became an export-oriented economy while cross-
border ethnic Chinese linkages stimulated regional development. Several key industries were 
developed and located in specific industrial clusters in the Chaoshan region. Later on, 
products made in Chaoshan were increasingly targeted at the domestic market. Domestic 
sales today contribute significantly to regional production. For example, in the first half of 
	  	   100	  
2011 the domestic sales of firms with an annual output value over 5 million yuan made up 
74.6% of their total sales value (Chaozhou Daily, 23 August 2011). In other words, the 
external coupling of the Chaoshan region is a dynamic and hybrid process, and allows us to 
examine respectively two forms of inter-national coupling and intra-national coupling. 
Furthermore, this evolutionary coupling process has been accompanied with the changing 
roles of transnational/trans-regional Teochew communities in regional development, which 
will be explored in Chapters 6 to 8.  
This chapter has five sections. Section 5.2 elaborates on the regional economic 
development during the post-reform era before 2000, a period that witnessed the external 
coupling process dependent heavily on foreign actors’ participation. Section 5.3 discusses the 
contemporary regional economy since 2000. In the new millennium, industrial clusters have 
emerged in the Chaoshan region. Local private firms serve as main actors and the external 
coupling of the Chaoshan region becomes more hybridized than before, consisting of both 
inter- and intra-national coupling. In addition, I focus on three key industries in this region in 
Section 5.4 that will serve as the main cases for further analysis in later chapters. Finally, a 
short conclusion will be given in section 5.5. 
5.2 Evolution of Chaoshan’s regional economy between 1980 and 2000  
External coupling has been a key driving force in the economic development of the 
Chaoshan region from the 1980s till now. Chapter 3 has argued that external coupling in 
developing countries usually operates through foreign investment and local firms’ trans-
regional transactions. The development of Chaoshan economy is accompanied with dynamic 
forms of external coupling. When the economic reform was carried out in mainland China, a 
special economic zone was established in Chaoshan in 1981 because of its abundant resource 
of overseas Teochews in Southeast Asia. After that this region began to develop an export-
oriented economy and experienced rapid growth.  
Table 5-1 demonstrates several key economic indices of the Chaoshan region in the 
post-reform era. GDP and output value of the secondary sector show regional production 
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since manufacturing industries contribute significantly to regional development. Data on 
exports, imports, and FDI illustrate the region’s coupling with international markets. These 
data together refer to a dramatic development of regional industries and integration with the 
global market from a low level. Figure 5-1 and 5-2 show the developing trajectory of the 
Chaoshan economy from 1985 to 2010. According to these figures, the Chaoshan region has 
experienced a take-off period before the early 1990s; a speedy development followed by a 
downturn in the 1990s; and then after 2000, another round of rapid growth in both production 
and exports. This section focuses on the period before 2000 and examines how the economic 
development of the Chaoshan region started through its coupling with international markets 
and how a change happened in the mid 1990s. The next section will turn to explore the 
contemporary Chaoshan economy after 2000. 
 
















1985* N.A. N.A. 214.7 529.8 N.A. 
1990* 13.5 9.0 1017 1620 158.5 
1995 57.2 25.6 3323 2959 1384.7 
2000 106.4 47.0 3887 1928 718.9 
2005 135.9 62.3 5794 2450 209.3 
2010 277.8 156.7 10356 4459.2 516.4 
 
Notes: The data of GDP and output value of the secondary sector are based on the price of indicated 
years. They are for a descriptive purpose rather than a comparison.    
      * In 1985, data on the Chaoshan region refer to those of Shantou City. In 1990, data on the 
Chaoshan region are derived from the sums of those of Shantou City and Chaozhou City. Although 
Chaozhou City was only at county-level at that time, it was presented as a single city in the 
yearbook. After 1991, data on the Chaoshan region refer to the sums of those of Shantou, 
Chaozhou, and Jieyang. Due to the changing administrative boundaries, data on the Chaoshan 
region henceforth in this thesis are calculated as below: Shantou (before 1990); a sum of Shantou 
and Chaozhou (1990); a sum of Shantou, Chaozhou, and Jieyang (after 1991). 
Sources: Guangdong Statistical Yearbooks 1986, 1991, 1996, 2001, 2006 and 2011, compiled by the 
author. 
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Figure 5-1 GDP and production output in the Chaoshan region, 1985 to 2010 
 
Notes: GDP data in 1985 and 1986 and output value of secondary industry from 1985 to 1988 are 
unavailable. All data are adjusted by yearly consumer price index (CPI) of Guangdong Province 
based on 1984 price, because of the inaccessibility of CPI for 25 years at the prefectural city level. 
Sources: Guangdong Statistical Yearbooks 1986-2011, compiled by the author. 
 
 
Figure 5-2 Imports, exports, and FDI of the Chaoshan region from 1985 to 2010 
 
Note: The data of FDI in 1985 and imports in 1993 are unavailable. 
Sources: Guangdong Statistical Yearbooks 1986-2011, compiled by the author. 
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5.2.1 Taking off through overseas Teochews: 1980-1990 
Because the establishment of Shantou SEZ was based on the expectation that 
overseas Teochews would invest in their region of origin, central and provincial governments 
provided this special economic zone with only preferential policies rather than direct financial 
support (Ding, 1991: 31). Indeed, the take-off of Chaoshan economy was significantly 
attributed to overseas Teochews, who did not only brought foreign investment but also 
contributed to other extra-regional assets such as intelligence and institutional supports.  
As early as 1981, a group of overseas Teochew business people established Shanhua 
Limited in Hong Kong, which served as a consulting company for the Chaoshan economy. 
This company provided investment guidance for potential foreign investors of Chaoshan. 
More importantly, it offered valuable suggestions on economic development to Chaoshan 
governments, who had been under the centrally planned and command economic system for a 
long time and so lacked such experience. For example, the company hired experts from 
Singapore to conduct an export-oriented agricultural industrial planning program in Shantou.  
Besides, several consulting groups consisting of prominent Teochews were set up in 
Hong Kong in 1984, in Beijing in 1985, and later in Guangzhou, Macau, Canada, and so on, 
aiming at facilitating the development of the Chaoshan region. Led by a famous business 
Teochew Zhuang Shiping9, for example, the Hong Kong consulting group introduced a new 
electronic industry into Shantou and promoted several donation projects for schools and 
transportation construction in the Chaoshan region. As for the consulting group in Beijing, Ke 
Hua10 and his colleagues put efforts into lobbying corresponding government departments at 
national and provincial levels to build the Guangzhou-Meizhou-Shantou railway, to expand 
Shantou airport and open international flights in Shantou, and so on (Shantou Daily, 24 
September 2008). By 1990, these consulting groups had promoted more than 100 foreign 
investment projects in Chaoshan (Chaoshan Businessman, August 2011).  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
9 The founder of Nanyang Comercial Bank, Hong Kong, delegate to 2nd to 6th National People’s Congress, 
member of 7th to 9th National Political Consultative Conference Standing Committee, etc.  
10 Former director of department of Asian and Africa department in the PRC’s Foreign Ministry, member of 7th 
National Political Consultative Conference Standing Committee, etc. 
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Overseas Teochew associations also helped Chaoshan governments attract foreign 
investment. In 1989, the Shantou government organized a business group to visit Singapore, 
Thailand, and Hong Kong, where overseas Teochews were clustered and thrived. With the 
help of Teochew associations in these places, the Shantou government held press conferences 
to introduce Shantou, particularly its favorable policies for foreign investment and other 
information that may interest potential investors (Du and Huang, 1996). 
In addition to these transnational Teochew institutions, local governments also 
endeavored to construct supportive environments for foreign investment by carrying out 
flexible and favorable policies. For instance, it was difficult to get the central government’s 
licenses for foreign-owned enterprises (FOEs) in the 1980s. Local governments in Chaoshan 
usually arranged state-owned enterprises (SOEs) to form joint ventures (JVs) with foreign 
investors in name, so as to help these investors circumvent the political obstacle (Du and 
Huang, 1996: 192). Not surprisingly, due to transnational social networks and local 
institutional support, potential Teochew investors found it easy to obtain information about 
the (re)opening of the Chaoshan region and to invest in Shantou SEZ. In the 1980s, on 
average every overseas Teochew investor invested about US$1 million in Shantou SEZ, while 
the average of each overseas Teochew’s investment in other places of China was only from 
US$0.1 million to US$0.5 million (Shantou Daily, 03 November 2008).  In the late 1980s, the 
number of FOEs in Shantou SEZ accounted for one sixth of the total FOEs of China. Most of 
these foreign investments came from overseas Teochews.11 In 1990, the value of foreign 
invested enterprises (sanzi qiye) contributed to 70% of the gross industrial value of Shantou 
SEZ (Du and Huang, 1996: 193). 
By 1985, 80% of firms in the Shantou SEZ were in light industries such as textiles, 
clothing, plastic products, electronic products, and food processing, most of which were 
export-oriented (Du and Huang, 1996: 62). This trend towards labor-intensive light industries 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
11 I was unable to obtain any exact number of the portion of overseas Teochews among foreign investors in the 
Chaoshan region. However, reports from government documents, newspapers, and journals all mentioned that the 
majority of foreign investment was from Teochews. My interviews with officials from local overseas affair 
department and trade department also confirmed this point. But these officials were unable to offer any concrete 
figure.  
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characterized subsequent industrial development of the Chaoshan region. In addition to real 
estates, overseas Teochews primarily invested in these export-oriented industries. In the 
1980s foreign invested enterprises in Shantou SEZ exported 80% of their production (Du and 
Huang, 1996: 63).  Apart from foreign invested enterprises, local firms also started their 
exports and grew quickly thanks to the open-door policies. A former vice-manger of a SOE 
described the rapid development of his company from the late 1980s. 
We were a SOE and had the right to export, unlike those private firms… I remembered it was 
almost crazy from the late 1980s. The profit of exports was so good that every one wanted to join 
in our company. I also quitted my job in the government and came here. We got buyers through 
two channels: international trade fairs, primarily Canton Fairs, and Hong Kong buyers. All Hong 
Kong buyers were Teochews… Buyers from trade fairs were Western, and we traded with them. 
But, admittedly, they were the minority (of our buyers). Our regular buyers were those Teochew 
traders from Hong Kong, contributing most of our production (Interview in Chaozhou, 09 March 
2010). 
 
This transcription reveals the take-off of Chaoshan economy from the perspective of 
individual firms, and shows that the rapid growth of local firms was led by exports and driven 
through overseas Teochews. Township enterprises and private enterprises also benefited from 
subcontracting from foreign invested enterprises and export-oriented SOEs, even though they 
were not allowed to export directly.  
In short, with the opportunities offered by the economic reform and the help of 
overseas Teochews, the Chaoshan economy was taking off in the 1980s. The industrial value 
of the Chaoshan region increased by 10 times between 1980 and 1991 (Chen et al., 1994: 
124). An export-oriented economy was emerging, driven by foreign invested enterprises and 
supplemented by local firms. After this early developmental era, the Chaoshan region began 
to accelerate its coupling with international markets. 
5.2.2 External coupling with international markets: 1991-2000 
The decade of 1991-2000 saw a relatively high degree of Chaoshan’s external 
coupling with international markets and a slow-down of its regional economic development. 
The regional GDP grew from 16 billion yuan in 1991 to 102.2 billion yuan in 1999, which is 
about 6.4 times (based on the price of 1990). By 1997 the GDP of the Chaoshan region had 
increased by almost five times since 1991, while exports and FDI expanded 3.7 and 4.8 times 
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respectively. However, a severe downturn emerged after 1997 when the Asian financial crisis 
occurred. The annual growth rates of GDP fell from two digits to one digit from 1998, and 
imports, exports, and FDI all declined. In this decade, the domination of foreign investment 
activities and local firms’ exports became visible in the process of Chaoshan’s external 
coupling with international markets. The changing transnational coupling also led to 
significant evolutionary changes to the regional economy. 
Figure 5-1 and 5-2 show a tremendous growth of regional economy from 1991 to 
1997. GDP increased by about 4.2 times while the output value of secondary industry grew 
by about 4.4 times (based on the price of 1990). Both local firms and foreign investors 
contributed to this growth. When economic reform policies were carried out further, more 
local firms were set up in the Chaoshan region in forms of township enterprises and private 
enterprises. In 1991, there were a total of 108,000 township enterprises in this region, hiring 
1,293,000 employees, and their production contributed to about half of regional gross 
industrial value (Chen et al., 1994: 149). An interviewee who used to worked in a ceramic 
SOE and established his own company in 1991 described the period between 1989 and 1993 
as a “great leap” of private firms in Chaoshan. Because of the reform of SOEs, many 
employees were laid off and in turn set up private enterprises by renting equipment from their 
former SOEs for the start-up. Take ceramic firms for example.  
These firms (private firms set up by previous SOE employees) were burgeoning on the basis of 
their former SOEs, and the ceramic production (of Chaozhou City) grew at least five to eight 
times these years (Interview in Chaozhou, 31 July 2010). 
  
In addition to local firms, foreign investors played an important role in regional 
development as well. Figure 5-3 illustrates that the Chaoshan region experienced the fastest 
increase of foreign invested enterprises from 1990 to 1998. For instance, the number of 
foreign invested enterprises increased from 1,566 in 1991 to 6,909 in 1995. In 1995, the share 
of FDI in GDP was about 21.6%. Apart from FDI, the external coupling with international 
markets continued to drive regional development through the exports of firms located in the 
Chaoshan region. Figure 5-4 demonstrates the share of exports in GDP exceeded 50% during 
these eight years except 1991 and 1996 (the share were also over 45% in these two years). 
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Foreign invested enterprises and local firms both contributed to exports. Hence, in this period, 
Chaoshan’s external coupling was realized through foreign investment and exports. Similar to 
the take-off era, in this period overseas Teochews comprised the majority of foreign investors 
in Chaoshan. In addition to the transnational transactions of these foreign invested enterprises, 
overseas Teochews also catalyzed local firms’ exports. The facilitating role of overseas 
Teochews in Chaoshan’s transnational coupling will be further explored in the next chapter.  
 
Figure 5-3 Total number of foreign invested enterprises (sanzi qiye) from 1991 to 2009 
Unit: 1 
Note: The data of the total number of foreign invested enterprises in 2010 are unavailable, and so I 
only show the statistics from 1991 to 2009. 
Sources: Guangdong Statistical Yearbooks 1992-2010, compiled by the author. 
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Figure 5-4 The share of exports in the GDP in Chaoshan region from 1991 to 2010 
 
 
Note: Export values are transferred from US dollar to yuan by using the average exchange rate in the 
corresponding years. 




After 1997, a major downturn of the regional economy occurred in Chaoshan. Figure 
5-1 shows the slow-down in the growth of GDP and output value of secondary sector. Figure 
5-2 demonstrates a significant decline of imports, exports, and FDI. In the Chaoshan region, 
most foreign investors were from Asia, and the major export target markets were located in 
Asia as well. Take for example the year of 1998. 95.7% of foreign invested enterprises in 
Chaozhou by number were originated from Asian countries. Meanwhile Asia absorbed 
60.83% of exports of Chaozhou (Chaozhou Statistical Yearbook 1999). In Shantou 86.5% of 
FID were from Asia by value (Shantou Statistical Yearbook 1999).12  Hence the Asian 
financial crisis severely disrupted the transnational coupling of the Chaoshan region in terms 
of shrinking imports, exports and FDI, and slowed down its economic development in the 
forms of lower annual growth rates of GDP from 19.6% in 1997 to 7% in 2000.13   
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
12 The data of export countries in Shantou are unavailable.  13	  Actually	  the	  shrink	  of	  international	  markets	  was	  not	  the	  only	  reason	  of	  the	  decline	  of	  economic	  growth	  in	  the	  Chaoshan	  region.	  Local	  state	  institutions	  hampered	  the	  regional	  developing	  process.	  In	  2001	  Xinhua	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This crisis caused not only a turning point of the economic development in the 1990s, 
but also the changing coupling pattern of the Chaoshan region. According to Figure 5-2, after 
2000 the exports of Chaoshan began to increase rapidly and transcended the peak in the 1990s 
from the year of 2007, whereas FDI did not recover any more. In other words, the external 
coupling in the form of foreign investment became less significant in the Chaoshan economy 
after this crisis. Chapter 6 will tackle this issue further.  
Meanwhile, the domestic market in China absorbed the outputs of Chaoshan firms 
and sustained regional production and economic development. Although there are no concrete 
statistics on the domestic sales of Chaoshan products, the coexistence of increasing GDP and 
output value of secondary sector together with decreasing exports and FDI implies that while 
international markets shrunk, the domestic market contributed to the production of Chaoshan. 
The next section will demonstrate that this domestic coupling comprises the hybrid form of 
external coupling in the contemporary Chaoshan economy. Furthermore, if overseas 
Teochews catalyzed transnational coupling, then did non-local Teochews within the domestic 
market also facilitate the domestic coupling? Chapter 7 will explore this issue in detail. 
In sum, from 1980 to 2000, the economy of the Chaoshan region developed primarily 
through increasing coupling with international markets. When China opened her door and 
began the economic reform, overseas Teochews significantly stimulated Chaoshan’s 
transnational coupling in the take-off era. With the help of overseas Teochews, Chaoshan 
became an export-oriented economy and depended largely on foreign investment and exports. 
This dependency led to a dramatic economic downturn and international decoupling from 
1997 due to the Asian financial crisis. Chaoshan’s economic growth slowed down, while the 
external coupling pattern changed. In the new millennium, the Chaoshan region has been 
experiencing a new pattern of external coupling, which is more hybrid and driven by local 
actors rather than foreign ones. 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  News	  Agency	  reported	  a	  scandal	  of	  tax	  fraud	  in	  Chaoshan.	  From	  the	  mid	  1990s	  a	  large	  companies	  in	  Chaoshan	  fraudulently	  obtained	  export	  tax	  rebates	  through	  bribing	  local	  government	  officials.	  The	  account	  of	  tax	  fraud	  between	  1999	  to	  2000	  reached	  as	  high	  as	  420	  million	  yuan	  and	  this	  was	  considered	  as	  one	  of	  the	  largest	  tax	  cases	  in	  China.	  Such	  corruptive	  and	  illegal	  state	  institutions	  deteriorated	  the	  development	  of	  Chaoshan,	  besides	  the	  Asian	  financial	  crisis.	  Chapter	  6	  will	  demonstrate	  the	  institutional	  obstacles	  of	  foreign	  investment.	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5.3 Hybrid external coupling: contemporary economic development of Chaoshan 
Since 2000, another era of speedy economic growth has begun in the Chaoshan 
region. Comparing with the year of 2001, GDP has increased more than two times by 2010 
(Figure 5-1). As Figure 5-2 shows, the Chaoshan region experienced a rapid growth of 
exports from 2001 after a continuing four-year decline, although imports and FDI were still 
below the records of the 1990s. In light of Figure 5-3, in the 2000s foreign invested 
enterprises became much less than the 1990s (except the year of 1991). Local firms, in 
contrast, were burgeoning after 2000. In 1993 there were only 1,046 non-foreign-invested 
enterprises with annual output value over 5 million yuan in the Chaoshan region. This figure 
increased to 1,618 in 1998, and dramatically reached 4,763 in 2008 (Figure 5-5). The 
contemporary Chaoshan economy is driven by local firms, rather than foreign investors. This 
partly results from the development of local industrial clusters, which will be discussed in 
Section 5.3.1. 
 
Figure 5-5 Total number of non-foreign-invested enterprises from 1993 to 2008 
 
Unit: 1 
Note: Only firms with annual output over 5 million yuan are counted. 
Sources: Guangdong Statistical Yearbooks 1994, 1999, 2004, and 2009, compiled by the author. 
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As discussed in Chapter 3, regional economic development results from a dynamic 
coupling process between local and extra-local actors within and/or outside a country. In the 
new millennium, exports of the Chaoshan region kept growing and reached a new peak as 
high as US$10.3 billion in 2010. However, Figure 5-4 has revealed that the share of exports 
in GDP in the 2000s was always below 35%. This index fell from the average of 51.8% in 
1990s to 26.4% in the 2000s, even though the annual export value has exceeded the historical 
peak since 2007. This indicates an increasing importance of domestic sales in the regional 
economy. Moreover, in these ten years the direct export target countries (and regions) became 
more diverse than the previous decade. Figure 5-6 illustrates primary export target 
countries/regions of Chaozhou as an example. In 1998 Hong Kong absorbed 44.2% of exports 
in Chaozhou. In 2008, however, this number dropped to 11.9%. No single country/region 
made up over 3% of the exports of Chaozhou except Hong Kong and the US, which also only 
contributed to 15%. In short, the external coupling of the Chaoshan region today is hybrid in 
the sense of diverse export markets and a combination of transnational and trans-regional 
coupling. This will be further explored in Section 5.3.2.  
Figure 5-6 Share of export target countries of Chaozhou from 1998 to 2008 
 
Note: In light of the data availability in corresponding Chaozhou Statistical Yearbooks, this figure 
shows Chaozhou’s top ten export countries in 2008, top nine in 2001, and top seven in 1998 by the 
export value. 
Sources: Chaozhou Statistical Yearbooks 1999, 2002, and 2009, compiled by the author.   
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5.3.1 Emerging industrial clusters in the Chaoshan region  
After two decades of rapid development, the economic landscape of the Chaoshan 
region has been significantly transformed from an agriculture-based to industrialized 
economy. Main industries concentrate in light industries, most of which are engaged in 
manufacturing buyer-driven products, such as textile and clothing, toys, plastic products, 
ceramics and so on (c.f. Figure 5-7).14 Guangdong Economic Yearbook 2007 officially 
recognizes 43 specialized towns in the Chaoshan region, out of 185 specialized towns in 
Guangdong. As Bellandi and Di Tommaso (2005) have noted, specialized towns are localities 
of a significant agglomeration of industrial activities, i.e., industrial clusters located primarily 
in rural areas (as well as some suburban and urban areas), which contribute significantly to 
the economy of Guangdong Province. Within the province, in fact, besides the Pearl River 
Delta, the Chaoshan region was characterized as a significant agglomeration of specialized 
towns (see Figure 1-4). Most of these towns are specialized in pillar industries of Chaoshan 
(see Table 5-2).  
Figure 5-7 Key industries in the Chaoshan region, 2008 
 
Note: The Chaoshan economy is characterized as a diversification and fragmentation of industries. This 
figure demonstrates four largest industries in light of production value. Although they served as key 
industries in the Chaoshan economy, their share together in the total regional production was only 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
14 The Chaoshan region is characterized as industrial diversification. Hence every industry only accounts for a 
small portion of the regional production, even as for top industries shown in Figure 5-7 in light of the share of the 
GDP in 2008.  
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29%. As for other industries, the contribution of each industry to the entire regional production is 
rather small. 
Sources: Shantou Statistical Yearbook 2009, Chaozhou Statistical Yearbook 2009 and Jieyang 
Statistical Yearbook 2009, compiled by the author. 
 
 













Packaging Yes Fengxi, Chaozhou Ceramics Yes 
Paotai, Shantou Packaging Yes Caitang, Chaozhou Metal Yes 
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Chendian, Shantou Clothing Yes Yuhu, Jieyang Agriculture  
Chenghua, Shantou Clothing Yes Dongshan, Jieyang Metal Yes 
Dongli, Shantou Metal Yes Hepo, Jieyang Electronics  
Wuqiao，Shantou Electronics Yes Jinhu, Jieyang Electronics  
Qishan, Shantou Plastics Yes Meiyun, Jieyang Metal Yes 
Hai’an, Shantou Chemistry Yes Paotai, Jieyang Automobile tire  
Lianxia, Shantou Chemistry Yes Rongdong, Jieyang Electronics Yes 
Hepu, Shantou Seafood  
 
Notes: The pillar industries in Shantou include: electronics, clothing, chemistry and plastics, food, 
packaging, video and audio materials, machinery, and toys. These eight pillar industries contributed 
to 77% of the gross industrial value in Shantou in 2004 (Shantou Statistical Yearbook 2005). 
      The pillar industries in Chaozhou include: ceramics, food, wedding and evening dresses, plastic 
shoes, metal products, packaging, electronics, aquarium. These eight pillar industries contributed to 
67.5% of the gross industrial value in Chaozhou in 2007 (Chaozhou Statistical Yearbook 2008).  
     The pillar industries in Jieyang include: metal products, clothing, chemistry and plastics, and food. 
These four pillar industries contributed to 86.8% of the gross industrial value in Jieyang in 2005 
(Guangdong Economic Yearbook 2007). 
      * Fengxiang is a town of Chenghai, Shantou. 
Sources: Guangdong Economic Yearbook 2007, compiled by the author. 
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Figure 5-3 shows the small number of foreign invested enterprises in Chaoshan from 
2000, while Figure 5-5 demonstrates the rapidly increasing number of non-foreign invested 
enterprises in the 2000s. In other words, local firms rather than foreign invested enterprises 
make up the key actors of industrial clusters in Chaoshan. Although I was unable to obtain 
any explicit data, my interviews with local governments and enterprises all pointed out that 
small-sized private enterprises occupied the majority of local firms and contributed 
significantly to the Chaoshan economy. For instance, private firms contributed to 92% of the 
gross industrial value of Chaozhou in 2007 (www.xinhuanet.com, 30 March 2008). In 2010 
private firms accounted for 64.7% of the gross industrial value of Jieyang (Jieyang Daily, 14 
November 2011). .    
On the one hand, the growth of local private firms sustains the development of 
industrial clusters. As mentioned earlier, the economic reform in China, particularly the 
reform of SOEs, stimulated a boom of private firms in the Chaoshan region since the 1990s. 
Among my 46 interviews of local firms, more than one fifth of these entrepreneurs used to 
work in SOEs of corresponding industries. Meanwhile, overseas Teochews promoted the 
development of local private enterprises at their starting-up stage in the aspects of providing 
financial supports and equipments, bridging local firms to international markets, transferring 
technology, management skills and market information, and so on. This facilitating role of 
overseas Teochews will be further examined in light of their impact on local firms’ 
transnational coupling in the next chapter. 
On the other hand, the emergence of industrial clusters in turn reinforces the 
development of local private firms. Within industrial clusters, local firms benefit from 
external economies of scale, such as backward and forward inter-linkages of firms in 
industrial systems, a labor pool to provide skillful workers, and localized relational assets for 
information exchange, cooperation, and innovation, and so on. For example, the secretary of 
Chenghai Toy Association argued that it was easy to establish a new toy firm within in this 
specific industrial cluster, 
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Why does the toy industry develop so well in Chenghai? It’s because of the division of labor… 
We can afford low production costs. For example, as long as I have a little money, know some 
toy traders in Hong Kong or elsewhere, such as a local trader, and I can get orders from them. 
Then I can set up my own firm. I can easily find someone to do molding and someone to make 
accessories in Chenghai. Normally a local has more or less some friends doing such businesses. 
It’s very easy to find the cooperators. I will hire three to five workers to do assembling in my 
place. Thus I can complete the orders and get the payment, which covers the production costs 
and give me some profits. With these profits I earn, furthermore, I can make samples and exhibit 
them in sample stores in Chenghai and expect more orders to come... (Interviewed in Shantou, 
25 October 2010) 
 
This transcription echoes a prevailing argument I have heard in the fieldwork. All 
local firms I interviewed (partly) attributed their success to the agglomeration of related firms 
and labors. For example, in villages surrounding the urban area of Chaozhou where wedding 
and evening dress manufacturing firms are located, many women are skilled at beading and 
serve these firms to outsource of the production session of beading. Migrant workers from 
other parts of China also fulfill the high labor demand from labor-intensive industries in 
Chaoshan. An official of the government industrial department said that there were so many 
migrant workers that some of them requested to set up their hometown associations based on 
common origins (Interview in Chaozhou, 18 March 2010). 
The co-location of related firms and labors provide easy access to needed resource in 
time, and enhances information and knowledge exchange and creation, as well as the 
transmission of complex and un-codified messages. For instance, although in Chaoshan firms 
tend to keep a distance from competitors since “craft brothers are thieves”, they are still aware 
of the characteristics of their competitors through the frequent communication between 
suppliers and manufacturers (Interviews in Chaozhou, 21 July; 12 August; 13 September; and 
in Shantou, 12 October, 2010; etc.). Outside business hours, suppliers sometimes drop by 
their manufacturers, sharing information about new materials, market trends, and so on, and 
gossiping about other local firms. In addition to promoting production, the agglomeration of 
related firms, furthermore, facilitate local firms to obtain non-local buyers and enhance their 
external coupling. This issue has been ignored in most cluster studies, and will be discussed 
in the next chapter.  
To some degree, this neglect of clusters’ effect in attracting extra-regional buyers 
results from the overterritorialized perspective on regional development. To date, products are 
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made in Chaoshan but sold globally. The characteristics of Marshallian industrial districts, 
although partly explain the mechanism of regional production system, are unable to answer 
why and how the regional production link global networks. Chaoshan’s regional economy is 
shaped by the interactions between regional production and the external world, instead of its 
regional attributes only. Thus, it is important to examine the external coupling of Chaoshan in 
order to understand the regional economy.  
5.3.2 Hybrid external coupling: the global-domestic market 
Main products in the Chaoshan region, such as clothing, shoes, ceramic table wares 
and sanitary wares, toys, and so on, are labor-intensive consumer products. Researchers have 
discussed the production systems of these buyer-driven commodity chains. For example, Van 
Grunsven and Smakman (2005) show that within global apparel commodity chains there are 
various types of suppliers (i.e. manufacturers): OEM (original equipment manufacturing), 
OBM (original brand manufacturing), ODM (own-design manufacturing) and OPT/CMT 
(outward-processing-trade/cut-make-trim). Chaoshan firms consist of a spectrum of all 
models mentioned above, but OEM plus some degree of ODM is the most common one. 
Serving as manufacturers, local firms in Chaoshan have developed different relations with 
extra-regional partners in international and domestic markets.  
The 1990s has witnessed that Chaoshan firms served as affiliated offshore factories in 
the global commodity chains of mature export industries (c.f. Gereffi, 1999). East Asian NIEs 
manufacturers, especially those in Hong Kong, placed their orders from international markets 
to the Chaoshan region. Since 2000 local firms have tended to bypass these Asian 
intermediaries and approached international buyers directly. Take Chaozhou for example. As 
Figure 5-6 shows, Hong Kong used to occupy almost half of the total exports of Chaozhou, 
whereas this share decreased to only 11.9% in 2008. Besides Hong Kong, the top ten export 
target countries of Chaozhou in 2008 were comprised of those in North America, Europe, 
Middle East, South America and Africa (Chaozhou Statistical Yearbook 2009). 36 out of 41 
export-oriented firms I interviewed in Chaoshan had non-Asian buyers. Chapter 6 will further 
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explain this increasing diversification of direct buyers and decreasing dependency on Asian 
intermediaries of local firms in Chaoshan.   
Although buyers come from various geographical locations, the transnational 
cooperation patterns of local firms were similar. A local entrepreneur described the process of 
her international business in detail, 
First of all, we show them (foreign buyers) some samples, and they sort out those they want. 
Sometimes they directly give us the sample, and sometimes they describe what they want and we 
go to make a sample. We are very flexible (in designing). It depends on their will. They put the 
order after selecting samples. Next, we revise the samples according to their opinions if any. You 
know we are very experienced now, and so usually we can complete this process in one round. 
As soon as these final samples are confirmed, we arrange the production. Finally we send them 
completed products. When they receive the products and consider the products are OK, we will 
get the payment. That’s it. Very simple. We (local firms) all do it in this way (Interview in 
Chaozhou, 13 September 2010). 
 
This quotation reveals that foreign buyers drive the global commodity chains in which 
Chaoshan firms are embedded. Local firms primarily manage the manufacturing process (and 
design to some degree), while foreign buyers conduct marketing and distributing at the global 
scale (c.f. Dicken and Hassler, 2000; Gereffi, 1996). Most firms in Chaoshan have been 
maintaining sustaining cooperative relations with their buyers, because “familiarity is 
important for cooperation in terms of mutual understanding of design, the preference of 
buyers, and the capacity of manufacturers, as well as the mutual trust of both parties” 
(Interview in Chaozhou, 13 September 2010). All local firms I interviewed claimed that they 
had long-term buyers and they preferred these regular buyers. Situated in this transnational 
business cooperation pattern, the crucial issues for local firms refer to how to secure foreign 
buyers and how to complete the orders at competitive costs. The existing literature on 
regional development studies has primarily answered the second question (c.f. Chapter 2), but 
to some extent ignored the first question. The next chapter will tackle this topic by taking into 
account overseas Teochews.  
Although there are no direct statistical data to demonstrate the external coupling with 
non-local buyers within China, the decreasing share of exports in GDP from the late 1990s 
and the increasing GDP and output value of secondary industry imply significant domestic 
sales of local firms. In my fieldwork, 27 out of 46 local firms I interviewed had domestic 
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sales. A Chaozhou government report on the ceramic industry in 2005 noted that the domestic 
sales accounted for 39.7% of ceramic production in Chaozhou. Comparing with transnational 
coupling, the domestic organization of production and marketing is more diverse and 
complicated.  
Chaoshan firm mainly cooperate with three categories of domestic buyers from other 
cities and regions in China. One is trading agents, whose cooperation pattern with local firms 
is similar to those foreign buyers. Another type is wholesalers. Normally wholesalers have to 
minimize their storage. Hence they remain regular transactions with a group of specific 
producers in Chaoshan, and place urgent and/or specialized orders to their long-term suppliers 
when necessary, such as in the case of securing an unexpected large purchase. Exclusive 
distributors and non-local branches can be considered as a third category. Exclusive 
distributors are dedicated to particular Chaoshan firms. A small number of large firms in 
Chaoshan have set up non-local branches to promote their marketing. Local firms are able to 
carry out specific marketing strategies on their own initiatives through these exclusive 
distributors and non-local branches. In short, local firms develop similar cooperation with 
trading agents as their coupling with foreign buyers, while wholesalers maintain closer and 
more sustaining relations with local firms. Besides, local firms play a leading role in their 
marketing networks through collaborating with exclusive distributors and non-local branches. 
Chapter 7 will explore these trans-regional coupling patterns further and examine the effect of 
Teochew communities in these processes. 
To sum up, since the 2000s industrial clusters have emerged in the Chaoshan region, 
and the regional economy is characterized as Marshallian industrial districts in regard to 
regional inter-firm linkages, local labor pools, and localized relational assets. Chaoshan firms 
are embedded in transnational/trans-regional business networks, and so the regional 
development is attributed to regional assets and extra-regional linkages. Coupling with 
international and domestic markets are both significant for the Chaoshan economy. However, 
this is not the whole story. Economic connections cannot fully explain why and how local 
firms realize their transnational and trans-regional coupling within a country. Section 5.2 has 
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hinted that overseas Teochews triggered Chaoshan’s transnational coupling process. The 
following three chapters will demonstrate how Teochew transnational and trans-regional 
communities affect Chaoshan’s coupling with international and domestic markets. Before 
proceeding to the discussion of communities, next section will introduce three key industries 
of Chaoshan, which serve as empirical cases for this research. 
5.4 Key industries in the Chaoshan region: ceramics, toys, and wedding and 
evening dresses  
This research explores Teochew transnational/trans-regional communities and 
Chaoshan’s coupling process primarily through the empirical findings of three industries: the 
ceramic industry, the toy industry, and the wedding and evening dress industry. These 
industries are suitable to represent the Chaoshan economy in light of their economic 
contribution and their industrial characteristics. On the one hand, they are all key industries in 
the Chaoshan region. Chaoshan is one of the largest production bases of these three industries 
in China. Chaozhou has been entitled as “China ceramic capital” by China National Light 
Industry Council and China Ceramics Industrial Association, and “well-known city of 
wedding and evening dress in China” by China National Textile and Apparel Council. China 
National Light Industry Council has named Shantou as “China toy city”. The ceramic 
industry and the wedding and evening dress industry are identified as top one and top four 
pillar industries in Chaozhou according to their output value (Chaozhou Bureaus of Statistics, 
2008), while the toy industry has been noted as a pillar industry in Shantou in Shantou 
Statistical Yearbooks since 2000.  
The significant industrial and organizational diversities among these three industries 
allow us to get comprehensive understanding on the research topic. Table 5-3 provides a 
summary of the developing trajectories of these three industries. The ceramic industry is a 
traditional industry in the Chaoshan region, while the other two began to develop in the post-
reform era. Wedding and evening dresses are considered as relatively high-ended in clothing 
markets, whereas ceramics and toys made in Chaoshan are mainly comprised of low-ended or 
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medium-level products. External coupling patterns also vary among these three industries. 
The wedding and evening dress industry is entirely export-oriented. The ceramic and the toy 
industries target international and domestic markets. As for domestic sales, although local 
firms adopt different ways to organize trans-regional transactions, in general the form of 
exclusive distributors is prevailing in the ceramic industry whereas the toy industry depends 
more on wholesalers. This section will briefly introduce the evolutionary history and general 
status of these three industries in the Chaoshan region. 
 
Table 5-3 Developing trajectories of three key industries in Chaoshan 




• A traditional key industry 
since the ninth century 
• Having already 
established complete local 
production system 
• Producing craftworks and 
tableware mainly 
• Have emerged in the late 
1970s 
• Producing plastic toys  
 
1980s • Foreign invested firms, 
SOEs and collective owned 
enterprises as key players 
• Both exports and domestic 
sales  
• Began to produced 
electronic toys 
• SOEs and collective 
owned enterprises as key 
players 
• OEM and ODM mainly 
• Domestic sales mainly  
• Emerged in the late 1980s 
in an SOE 
1990s • Increasing private firms 
• Rapidly increasing 
exports through Hong Kong 
traders 
• Began to produce sanitary 
ware 
• Increasing private firms 
• Complete local production 
system 
• Rapidly increasing 
exports through Hong Kong 
traders 
• Increasing private firms 
• Export-oriented through 
Hong Kong and Taiwan 
traders 
• Processing and OEM 
mainly 
2000s • Private firms as key 
players 
• OEM, ODM, and OBM 
• Exports through diverse 
international buyers 
• Rapid development of the 
domestic market with 
emphasis of branding 
(sanitary ware) 
 
• Private firms as key 
players 
• OEM, ODM and OBM 
• Export sthrough diverse 
international buyers 
• (Re)development of the 
domestic sales in various 
ways (wholesales for low-
end toys and branding 
strategies for high-end toys) 
• Private firms as key 
players 
• Complete local production 
system 
• OEM and ODM mainly 
• Exports through diverse 
international buyers 
Source: Author’s fieldwork in Chaoshan, 2010. 
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5.4.1 Ceramics  
Chaoshan has a long history of making ceramic products because of the china clay 
reserve in this region. From Song Dynasty (A.D.960-1279) ceramic products have occupied 
the majority of exports in the Chaoshan region (Lin, 2008:15-17). This industry was mainly 
located in Fengxi, a county of Chaozhou. After 1949 the ceramic production system of the 
Chaoshan region was strengthened under the central-planed economy.  
As long as the economic reform began in China, the ceramic industry of the 
Chaoshan region attracted foreign investment. Foreign invested ceramic companies drove the 
development of local ceramic firms, since they purchased semi-products from local firms (Du 
and Huang, 1996: 191). From 1990, the political restriction on private enterprises became 
loosened. With the reform of SOEs, a large number of ceramic private firms emerged in 
Chaoshan. The connections with overseas Teochews helped them to obtain international 
orders and start their exports. This issue will be discussed in the next chapter. As for the 
domestic market, entrepreneurs usually served as salespeople around China to look for buyers 
at the starting-up period.  Due to dense local social networks, increasing persons who lived 
around Fengxi established ceramic firms with the help of friends or relatives. Later the 
agglomeration of ceramic firms emerged in several neighbor towns of Fengxi. Today more 
than 5,000 ceramic manufacturing firms together with about 5,000 small-sized workshops and 
related firms are located primarily in four counties of Chaozhou (Xiangqiao, Fengxi, Chao’an, 
and Raoping), with an employment of over 400,000 people, as the secretary of Chaozhou 
Ceramics Industry Association has noted (Interview in Chaozhou, 14 July 2010). 
There are mainly three kinds of ceramic products in Chaoshan: craftworks, 
tablewares, and sanitary wares. In the early 1990s, the ceramic sanitary ware industry has not 
been developed yet. Ceramic craftworks and tablewares were exported through foreign 
invested enterprises in Chaoshan and Asian intermediaries, especially Teochew Hong Kong 
traders. In the domestic market, these local firms looked for regular non-local consumers, 
such as restaurants, hotels, and shopping malls. After 1996, Canton Fair provided a specific 
zone for ceramic private enterprises so that Chaoshan ceramic firms were able to contact 
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foreign buyers more directly. In the 2000s, Chaoshan governments organized commercial 
groups to attend foreign exhibition, and stimulated large local enterprises to participate in 
international specialized exhibitions abroad. Because international orders were usually large 
in volume and reliable, the share of domestic sales became relatively small comparing with 
the exports of these two products. Chapter 6 will show this dynamic process of transnational 
coupling in detail. 
After the mid 1990s, the production of ceramic sanitary wares has emerged in a 
county of Guxiang, adjacent to Fengxi. Due to geographical proximity, the knowledge of 
ceramic production spilled over from Fengxi into Guxiang. Since the production skills in 
Guxiang were not as fine as Fengxi, some pioneers tried to produce sanitary wares that do not 
require so sophisticated technology as crafts and tablewares, and targeted the domestic market 
where consumers did not demand these products with high standards. Eventually they 
succeeded and catalyzed a new category of ceramic production in Chaoshan. From the late 
1990s China has been experiencing a booming of construction and provided a large market to 
ceramic sanitary wares. Although some large enterprises also attended international 
exhibitions to approach foreign buyers, the mainstream of this industry aimed at the domestic 
market. In 2008 sanitary wares contribute to 18.5% of gross ceramic production value 
(Chaozhou Statistical Yearbook 2009).15  
When this industry began to develop, most local firms did not pay attention to 
branding and even counterfeited famous brands, especially those of Foshan firms, another 
important ceramic cluster in Guangdong Province. Under the pressure from Foshan 
government, in the late 1990s, the Chaozhou government conducted a severe beat on these 
counterfeiting firms. This action bankrupted a lot of local private firms, but also broke the 
lock-in of low-value-added and illegal production of ceramic sanitary wares in Chaoshan. 
From then on, Chaoshan ceramic sanitary ware firms put much effort into branding and 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
15 As for three main categories of ceramic products in the ceramic industry in Chaozhou, in 2008 tablewares 
contribute to 54% of gross ceramic production value, ceramic crafts account for 22.1%, and sanitary wares make 
up 18.5%. But tablewares and crafts primarily target international markets. As a survey of the ceramic industry in 
Chaozhou conducted by Chaozhou government in 2004 demonstrates, 81.7% of tableware firms had annual export 
over 80% of gross production, 61.1% craft firms had annual export over 80% of gross production, and only 31.6% 
sanitary ware firms achieve this percentage of exports.   
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marketing. This change also shaped their domestic coupling pattern, that is, mainly depending 
on exclusive distributors and non-regional branches. Chapter 7 will demonstrate this domestic 
coupling by focusing on the facilitating role of Teochew communities.  
5.4.2 Toys 
To date there are more than 3,000 toy firms in Chenghai, Shantou, 95% of which are 
private firms, with an employment over 120,000 and an annual output of 15 billion yuan 
(Chen and Chu, 2008). The beginning of the toy industry in Chaoshan can be traced to the 
late 1970s when two plastic collective-owned-enterprises in Chenghai began to produce some 
plastic toys. From the 1980s several toy firms participated in making various types of toys 
than plastic ones for Hong Kong traders, when the connections between Chaoshan and 
overseas Teochews (including Hong Kong Teochews) was rebuilt. The Chenghai government 
persuades Hong Kong Teochews who operate toy-manufacturing firms to donate their old toy 
production equipment to Chenghai. This significantly accelerated the production capacity of 
Chenghai firms and facilitated the toy industrial development. In addition, similar to the 
ceramic industry, from the late 1980s a large number of private firms were set up due to the 
more open policies. International orders from Hong Kong traders sustained the exports of 
local firms.  
In the 1980s, traders from other cities of China such as Guangzhou and Yiwu came to 
Chenghai to buy toys. Later on, there emerged a cluster of toy stores surrounding the central 
bus station. These stores served as bridges to connect local manufacturers and non-local 
buyers, and effectively enhanced the domestic sales of Chenghai toy firms. In other words, 
from the 1980s to the 1990s, the exports of toys in Chaoshan were primarily carried out 
through Hong Kong traders, while domestic distributors sustained the sales within China. 
With the increasingly opening of China, it became easier for local firms to approach 
foreign buyers since the mid 1990s, such as Canton Fairs mentioned in the discussion of the 
ceramic industry. From 1999 Chenghai Toy Exhibition was held every year, which has 
attracted many foreign toy buyers directly to Chenghai for their purchase. So local firms 
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became less dependent on Hong Kong traders and their exports also expanded in terms of 
volumes and buyers. Chenghai Toy Industry Association reported in 2008 that the exports 
occupied 70% of the total toy production in Chenghai. The transnational coupling process 
follows the pattern described in Section 5.4.2 in light of foreign buyer-local producer 
relations. In the case of domestic marketing, with the development, local firms today adopt 
diverse marketing strategies, rather than only relying on domestic distributors as mentioned 
earlier. As for high-end products, firms emphasize on branding and utilize exclusive 
distributors and non-local branches to further their domestic sales. As for middle- and low-
end products, most firms depend on long-term cooperative wholesalers in specific markets. 
Chapter 7 will examine this issue in more details. 
5.4.3 Wedding and evening dresses 
China National Textile and Apparel Council has reported that there are seven textile 
and clothing clusters in the Chaoshan region, occupying one fourth of this kind of industrial 
clusters in Guangdong Province (http://cyjd.ctei.gov.cn/Industry/index.aspx; accessed on 16 
January 2011). One of these seven clusters, the wedding and evening dress industrial cluster, 
is located in Chaozhou. The wedding and evening dresses, which are at a high end of clothing 
industry, are rooted from the western culture. Chaoshan has a long history of textile and 
embroidery. Hence, in the 1980s, US buyers came to Chaozhou to look for a substitute of 
Indian stitches of beaded evening dresses, and initiated the development of this industry in the 
Chaoshan region. An embroidery SOE satisfied the demand of this buyer and got the first 
order of evening dresses. Later this SOE began to produce wedding dresses, because the 
production process and technology of wedding dresses and evening dresses are rather similar.  
International orders came to Chaozhou primarily through Hong Kong and Taiwan 
traders, since this industry was located in these two regions in the 1970s and was restructured 
from the 1980s. Private firms in Chaozhou joined in the process of industrial relocation by 
serving as manufacturers of wedding and evening dresses, and eventually generated an 
industrial cluster. Although wedding and evening dress manufacturing firms are mainly 
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located in the urban area of Chaozhou, the local production networks have spread to suburban 
areas and nearby counties in the 2000s. For example, the embroidery work is primarily 
outsourced to counties of Linxi and Yixi. The county of Fuyang has become a small cluster 
for making and trading beads, one of the most important materials of wedding and evening 
dresses.16 All these counties together with the urban area of Chaozhou make up a cluster of 
the wedding and evening dress industry. Today there are more than 500 wedding and evening 
dress firms and workshops in Chaozhou, as the secretary of Chaozhou Garment Association 
estimated (Interview in Chaozhou, 25 July 2010).  
Similar with the other two industries, after 2000 more and more local wedding and 
evening dress firms bypassed Hong Kong and Taiwan traders and cooperated with foreign 
buyers directly. Unlike the other two industries, however, this industry is highly export-
oriented due to the lack of corresponding consuming culture within China. In 2007 the 
industrial output value was about 2.5 billion yuan (Chaozhou Bureau of Statistics, 2008). The 
exports of wedding and evening dresses from Chaoshan consumed half of the US quotas 
under category 636, and accounted for 10% of the market in US and Europe (Chaozhou 
Bureau of Foreign Trade and Economic Cooperation, 2008).  
Trajectories described above demonstrate that the coupling with external world 
(international and domestic markets) is crucial for the development of these three industries. 
The transnational coupling is driven by the cooperation between local firms and Asian traders 
from the 1980s, and then depends on the foreign buyer-local producer interactions. The trans-
regional coupling within China is realized through various types of domestic distributors. 
However, there remain several questions to explain the industrial development. For example, 
why did the foreign investment contribute to the transnational coupling of the ceramic 
industry in the 1980s but then its influence became declining? Why could toy firms secure 
Hong Kong traders for their exports? How did the first US buyer discover Chaozhou? At 
present, how do ceramic firms and toy firms manage their domestic marketing networks? To 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  16	   These counties are all less than 15 kilometers away from the urban area of Chaozhou.	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answer all these questions, we have to take transnational/trans-regional communities into 
account, and the answers can be found in the following chapters. 
5.5 Concluding remarks: do Teochew communities still matter?  
This chapter reviews the development of Chaoshan economy, including its 
evolution, contemporary agglomeration, and the external coupling process, and introduces 
three key industries as empirical cases for this research. Admittedly, the Chaoshan region is 
not the most prosperous and fast-growing region in China. However, on the one hand, 
comparing with its past this region still grew well, transforming from an agriculture-based to 
industrialized economy. On the other hand, as mentioned in Chapter 1, historically, Teochew 
communities drove the transnational/trans-regional economic networks of the Chaoshan 
region. From the 1980s, by reconnecting overseas Teochews, the Chaoshan economy once 
again developed through situating itself in transnational/trans-regional economic networks. 
Given my research foci on unpacking communities and external coupling rather than 
interpreting regional development comprehensively, the Chaoshan region serves as an 
appropriate empirical case to employ a relational, multi-scalar and evolutionary perspective to 
study regional economic growth.    
During the Chaoshan economic evolution in the post-reform era, overseas 
Teochews stimulated the taking-off and triggered the coupling between Chaoshan and 
international markets. However, from the mid 1990s to the 2000s, the external coupling 
pattern of Chaoshan changed. Local private firms serve as key actors for the regional 
economy. Their external coupling became less dependent on foreign investors and Asian 
intermediaries. Overseas Teochews who are clustered in Southeast Asia and Hong Kong 
become less important for Chaoshan’s external coupling. Thus, a major research question of 
this thesis emerges: do overseas Teochews still matter in Chaoshan’s external coupling with 
international markets nowadays? If not, then why did the role of overseas Teochew decline 
and how do local firms continue their external coupling with international markets? Chapter 6 
will provide clues to these questions.  
	  	  127	  
Furthermore, the existing literature has revealed the facilitating role of transnational 
communities in global-local coupling (c.f. Section 2.4.3). However, in the case of the 
Chaoshan region, the external coupling consists of local firms’ transnational and trans-
regional transactions. If transnational communities facilitate local firms’ transnational 
coupling, are there then any trans-regional communities to enhance Chaoshan’s coupling 
within the domestic market? Following the discussion on transnational coupling in Chapter 6, 
Chapter 7 will focus on Chaoshan’s trans-regional coupling within China, and compare the 
different roles of Teochew communities in these coupling processes. Since external coupling 
process is situated in an institutional context but these two chapters mainly focus on informal 
ties, Chapter 8 will turn to the institutional dimension by discussing the organizations of 
Teochew communities and Chaoshan’s external coupling. 
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 Chapter 6 Transnational coupling of Chaoshan: changing 
roles of Teochew communities 
6.1 Introduction 
Chapter 3 has noted that external coupling drives regional economic development 
through extra-regional actors’ investment and local firms’ outward activities. As for 
transnational coupling, the former is usually presented as foreign investment while the latter 
is utilized through exports. Recent literature has demonstrated transnational communities as 
an important facilitating mechanism for the coupling between local actors and global firms 
(Hsing, 1996; Saxenian, 2002; Saxenian and Hsu, 2001; Yang et al., 2009; Yeung, 2009b). 
Embedded within transnational communities, foreign investors are endowed with specific 
assets such as social connections with local firms and institutions, understanding of local 
business culture and conventions, and so on, which facilitate their investing activities. These 
communities sustain the transnational transactions of local firms in light of securing global 
market information, exchanging codified information and tacit knowledge, strengthening 
mutual understanding and trust with international partners, and so forth.  
As Chapter 5 has shown, in the 1980s the Chaoshan region took off with the help of 
its transnational communities, overseas Teochews. To date, although foreign investment has 
become less significant, exports are still considered as crucial for the regional economy. The 
transnational coupling process during three decades allows us to examine the role of overseas 
Teochews with an evolutionary perspective, which is neglected in most existing literature on 
global-local coupling and transnational communities. My fieldwork in Chaoshan 
demonstrates that overseas Teochews used to enhance the transnational coupling of Chaoshan 
in the forms of foreign investors and international intermediaries of local firms’ exports. 
However, these two roles both declined over time. The Chaoshan region now couples with 
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international markets primarily through local firms’ exports rather than foreign investment. 
Meanwhile, local firms do not depend on overseas Teochews to carry out their exporting 
activities. By exploring the declining significance of overseas Teochews for transnational 
coupling and the alternative factors, this chapter attempts to unpack the conditions under 
which transnational communities work and hence reflect on this facilitating mechanism of 
external coupling.  
This chapter has four sections. Section 6.2 explores the changing roles of overseas 
Teochews in the transnational coupling process of Chaoshan. Overseas Teochews initiated 
foreign investment in Chaoshan but their investments have decreased because of the local 
institutional environment. Meanwhile, overseas Teochews used to bridge local firms with 
international markets and catalyze the exports, but their significance has been fading away. 
Given that local firms’ exports have been continually increasing, Section 6.3 examines the 
alternative avenues to overseas Teochews in light of helping local firms couple with 
international markets. The fieldwork findings in Chaoshan demonstrate new global-local 
channels emerging from the late 1990s, including international exhibitions, online business, 
and the agglomeration economy of industrial clusters. Finally Section 6.4 provides a short 
conclusion. 
6.2 Overseas Teochews and transnational coupling 
Plentiful research has claimed the importance of FDI and TNCs in regional 
development in the era of globalization (Kenney and Florida, 2004; Perkmann, 2006; 
Sajarattanochote and Poon, 2009; Yeung, 2006). Transnational communities are considered 
as a facilitating mechanism because they help a region attract foreign enterprises and support 
transnational transactions (Saxenian, 2002; Tan and Yeung, 2000b; Yeung, 2009b). Ethnic 
Chinese investment was essential for China’s transnational coupling at the early era of 
economic reform (Smart and Smart, 1991). In 2004, ethnic Chinese investment still accounted 
for 43.3% of the total actualized FDI in China (Yang, 2007). These ethnic Chinese investors 
from abroad took advantages of Chinese social networks to enhance their invested firms in 
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China, many of which are export-oriented (He, 2003; Hsing, 1996; Yang, 2006). However, 
Lin (1997) has noted that overseas Chinese play a leading role in the process of China’s 
external coupling process, but such a role is not static over time nor homogenous across 
space. Since external coupling is a time-space contingent process (Yeung, 2009b), we should 
interpret ethnic Chinese investment in an evolutionary way. The case of Chaoshan and 
Teochew transnational communities illustrates a changing role of overseas Teochews as 
investors over time, and indicates that transnational communities are not necessarily useful 
for facilitating transnational coupling in terms of foreign investment. 
As Scott and Garofoli (2007b: 12) argue, “the most successful and innovative 
agglomerations in less developed countries today are increasingly caught up in export-
orientation programs through which their products are projected onto the global stage.” In 
addition to foreign investment, these export programs can be carried out through the 
cooperation between local firms and international buyers (Gereffi, 1996, 1999). Existing 
literature has pointed out that transnational communities support the collaboration of 
manufacturing factories and intermediaries by empirical studies of developing countries such 
as China, but it fails to pay enough attention to the evolutionary process (Gereffi, 1999; 
Hsing, 1998). Similar to the role of investors, overseas Teochews also used to catalyze 
Chaoshan firms’ exports by serving as intermediaries between local firms and foreign buyers. 
In contrast to foreign investment, exports still significantly contribute to the Chaoshan 
economy today. However, do Teochew transnational communities play the same facilitating 
role in this process? Apart from the form of foreign investment, this section also examines the 
declining role of overseas Teochews in local firms’ transnational coupling, and argues that 
their intermediary function is not irreplaceable.    
6.2.1 Overseas Teochews: initiating investment and promoting exports 
Chapter 5 has demonstrated that overseas Teochews triggered the economic 
development of Chaoshan in the 1980s. From the late 1980s to the mid 1990s, overseas 
Teochews continued to drive the further transnational coupling of this region. As Qiaoxiang 
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(the home region of diasporas) studies show, transnational communities provide qiaoxiang 
extra-regional resources such capital, equipment, information, knowledge, and skills to 
enhance regional development due to the cultural affiliation between ethnic Chinese and their 
corresponding hometowns (Douw et al., 1999; Tong, 1999). As the qiaoxiang of overseas 
Teochews, the Chaoshan region also benefited from such resources. Chapter 5 has noted that 
most foreign investment in Chaoshan was from overseas Teochews. The development of the 
ceramic industry and the toy industry were partly attributed to such foreign investment. 
From the 1980s, overseas Teochews set up foreign invested firms in Chaoshan, most 
of which were export oriented. Apart from contributing to the regional economy through their 
own production, these firms promoted local firms to embed in global economic networks. For 
example, Huadabao Ceramic Manufacture Company, a FOE established from the mid 1980s, 
purchased about HK$10 million of semi products from local firms every year (Du and Huang, 
1996: 191). A ceramic entrepreneur claimed that overseas Teochew invested enterprises 
facilitated the start-up of his company in the early 1990s, 
One or two orders from a Hong Kong invested company in Shantou were enough for me to 
sustain my firm… My friend introduced me to this company… they (staff of this Hong Kong 
company) came to check out my production process and gave me valuable advice to ensure the 
quality (of my products to satisfy their demands)… I learned a lot from them, even like (the way 
of) how to pay the workers… (Interview in Chaozhou, 31 July 2010) 
 
According to this transcription, local firms participated in international markets by serving as 
subcontractor of foreign invested enterprises. Furthermore, they learned from foreign invested 
enterprises in terms of production and management skills, which helped cultivate their 
necessary capacity to meet the demand of global markets.  
In the case of the toy industry, investment from overseas Teochews initiated the 
upgrading of products and production in Chenghai.  Since the 1980s, Hong Kong experienced 
a dramatic industrial restructuring process, which led to the relocation of several industries, 
including the toy manufacturing (Chiu et al., 1997).17 Teochews operated several dominant 
toy companies in Hong Kong, such as Playmates Holdings, the first listed toy company of 
Hong Kong. Utilizing the social relations with these Teochews, the Chenghai government 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
17 Of course, this industry was also relocated to the Pearl River Delta, which was much closer to Hong Kong. 
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persuaded them to provide a local collective-owned enterprise with old equipment for 
manufacturing electronic music toys. In doing so, this firm upgraded from making plastic toys 
to electronic toys. Learning from this firm, an increasing number of local firms joined in 
producing this kind of toys with the help of their relatives or friends in Hong Kong who had 
related resources, and the toy industry in Chenghai had been upgraded (Chen and Chu, 2008). 
A government official of the overseas affairs department mentioned a boom of 
overseas Teochew investment in Chaoshan from the late 1980s to the early 1990s, and 
ascribed it to overseas Teochews’ “passion” of investing in hometown (Interview in 
Chaozhou, 9 March 2010). My fieldwork in the 11th Teochew International Convention 
confirmed this boom and further explained this “passion”. According to a discussion among 
overseas Teochews who had invested in Chaoshan, the investment resulted from the 
obligation of helping relatives and friends in the hometown due to the Chinese, or more 
specifically, Teochew culture about family18. Meanwhile, connections with local people and 
governments in Chaoshan made it easy for overseas Teochews to get investment information 
in the era that China just began to open door and foreign investors lacked efficient channels to 
secure information about investment destinations. In other words, their pre-existing regional 
ties with Chaoshan helped reduce the information asymmetry. Overseas Teochew investors 
supposed to take advantage of their familiarity of Chaoshan and their transnational business 
experience to achieve successful transnational investment (Field note in Guangzhou, 21 
November 2009).  
In addition to foreign investment, overseas Teochews facilitated the exports of local 
firms. Search costs make it difficult for local firms to access to information about marketing 
outside (Gereffi, 1996). Hence they face the problem how to enter international markets at the 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
18 Studies of Chinese business have demonstrated two important mechanisms for Chinese business networks: 
personal relationships (guanxi) and “family-ization” (Yeung and Olds, 2000; also see Chan and Chiang, 1994; 
Redding, 1990; Smart and Smart, 1991; etc.). A rule in Chinese entrepreneurship is that a senior is obliged to help 
a junior to set up his/her own business if the latter is proven to be entrepreneurial enough. This breed of “juniors” 
is strictly limited to trusted members of the “family”, but “outsiders” of real family members are also likely to be 
socialized into. This unwritten cultural rule is well recognized among Teochews with strong identity of family and 
hometown (Lin, 2008). 
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beginning. In my fieldwork, 48% of local firms that were established before 199719 gained 
their first international orders directly from overseas Teochews (see Table 6-1).20 Gereffi 
(1999) described the triangle model of global buyer-driven commodity chains as local 
manufacturers-NIE intermediaries-international buyers. In the case of Chaoshan, overseas 
Teochews, especially those in Hong Kong, played the role of NIE intermediaries to bridge 
Chaoshan firms with international buyers. 
 
Table 6-1 Approaches to first international orders 
 Firms established before 1997* Firms established from 1997 
Overseas Teochews 12 48% 0 0% 
Local firms 2 8% 5 31.25% 
Referral buyers 4 16% 5 31.25% 
Exhibitions 2 8% 2 12.5% 
Buyers to Chaoshan region 1 4% 2 12.5% 
Business websites 0 0% 1 6.25% 
Others 4 16% 1 6.25% 
Total 25 100% 16 100% 
Note: 
* The coupling pattern of Chaoshan region changed after the Asian financial crisis in 1997 (c.f. 
Figure 5-2). 
Source: Interviews of 41 export-oriented firms in the Chaoshan region, 2010.  
 
During the early-reform period when local firms had few channels to international 
markets, overseas Teochews became an important way for local firms to plug into global 
business networks. As a ceramic entrepreneur said, 
There were many Teochews in Hong Kong. It was easy to find a relative or a friend’s relative 
there who was a trader or had connections with traders. It was difficult for us to find buyers, 
because we were too poor to afford any cost, and certainly had few channels too. I can tell you 
that firms like mine started in the early 1990s could survive because we had (social) relations 
with overseas... Their orders, although not very big, were enough for a small firm to start up and 
maintain operation (Interview in Chaozhou, 3 August 2010). 
 
Accordingly, small local firms utilized their pre-existing social connections with overseas 
Teochew and hence entered international markets at affordable costs and developed their 
businesses.  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
19 The year of 1997 is a turning point of Chaoshan’s exports. Before this year, the exports kept increasing but from 
this year the exports began a four-year decrease. The coupling pattern of Chaoshan region changed from this year.	  20	  Not	  all	  my	  interviewees	  could	  remember	  where	  their	  first	  international	  orders	  were	  from	  exactly.	  I	  only	  took	  the	  accurate	  answers	  into	  account.	  So	  some	  may	  also	  have	  the	  first	  orders	  from	  overseas	  Teochews	  but	  forgot,	  and	  I	  grouped	  them	  as	  not	  from	  overseas	  Teochews.	  Therefore,	  the	  exact	  number	  of	  first	  orders	  from	  overseas	  Teochew	  may	  be	  larger	  than	  Table	  6-­‐1	  shows.	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Mr. P’s story illustrates the importance of overseas Teochews as intermediaries for 
regional industrial development in a micro dimension. Mr. P lived in Chenghai, and had some 
relatives in Hong Kong. In the late 1980s, one of his relatives in Hong Kong introduced him 
to a Teochew working in a toy trading company during a hometown visit. Later this trader 
passed toy orders to Mr. P while Mr. P subcontracted them to local firms in Chenghai. In this 
way, these toy-manufacturing firms coupled with international market through the chain of 
“local trader (Mr. P) – Hong Kong trader (the Teochew in Hong Kong) – global buyers 
(customers of the Hong Kong toy trading company)”. In other words, a transnational 
community sustained the connections between local producers and global buyers. Not only 
Mr. P but also a group of local firms benefited from the social ties on the basis of a Teochew 
community, through which Chaoshan achieved its transnational coupling (Interview in 
Chaozhou, 26 October 2010).  
Mr. P’s experience was common in the Chaoshan region (c.f. Mr. Jin’s story at the 
beginning of this thesis). An interviewee retired from an SOE told me that his company faced 
fierce competition from local private firms since the early 1990s, because 
many of our Hong Kong Teochew customers gave money to their relatives to set up private firms, 
and delivered their orders directly to them… So the time became difficult for us (Interview in 
Chaozhou, 3 March 2010).  
 
This transcription implies that overseas Teochews cultivated the growth of local private firms 
by providing investment and promoting their exports (c.f. Chen and Chu, 2008). 
Furthermore, overseas Teochews initiated the connection between local firms in 
Chaoshan and foreign buyers, even though they were not directly engaged in the business. 
The emergence of the wedding and evening dress industry in Chaozhou offers an appropriate 
example. As mentioned in Chapter 5, US buyers came to Chaozhou to look for qualified 
manufacturers of evening dresses, and this visit started the development of the wedding and 
evening dress industry in Chaoshan. In the 1980s, Hong Kong was a global commercial 
center of apparels. When global buyers looked for alternative production platforms to India 
with qualified labors and low costs, Hong Kong Teochews introduced their hometown to 
these buyers. These Teochews initiated the visit and companied foreign buyers to Chaozhou 
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(Success: talk to Cai Minqiang. http://www.famory.com/V2.aspx?I1ID=37, accessed on 23 
July 2010). In short, overseas Teochews promoted local firms’ exports not only through 
serving intermediaries between Chaoshan firms and foreign buyers, but also through 
catalyzing the global-local connections.   
Existing literature has revealed that ethnic Chinese communities sustain the 
engagement of Chinese regions in global business networks in various industries (Hsing, 
1998; Saxenian, 2002; Yang et al., 2009; Zhou, 2000). In the case of overseas Teochews, 
transnational ethnic ties did facilitate local firms to couple with international markets in the 
forms of enhancing foreign investment and promoting exports. However, this is not the end of 
the story. As Section 5.2 has discussed, the number of foreign invested enterprises and FDI 
became decreasing from the mid 1990s. The Asian financial crisis in 1997 led to the 
decoupling with international markets of the Chaoshan region, and the external coupling 
patterns changed over time. Then how did the role of overseas Teochews evolve in 
Chaoshan’s transnational coupling process after the mid 1990s?  
6.2.2 Declining significance of overseas Teochews 
Figure 5-2 and Figure 5-3 illustrate the decline of imports, FDI, and foreign invested 
enterprises after the Asian financial crisis in 1997. Since most foreign investors in the 
Chaoshan region were overseas Teochews, these figures imply that overseas Teochews as 
investors were not so important as in the late 1980s and early 1990s. In fact, the growth of the 
number of foreign invested enterprises had become slower since 1995. In the 2000s FDI and 
foreign invested enterprises have not visibly increased. These phenomena indicate that the 
Asian financial crisis cannot fully explain why overseas Teochews invested less from the mid 
1990s than before.  
As discussed earlier, Chaoshan attracted overseas Teochew investment because of 
cultural affiliation and information accessibility. When the economic reform was furthered in 
China, it was not difficult to secure information about other investment destinations than 
Chaoshan. The common Chinese background, rather than the sub-ethnicity of Teochew, was 
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sufficient to support overseas Teochews’ investment in terms of understanding local 
institutions and taking advantage of relational assets in the investment destinations (also see 
cases of Taiwanese investment in China in Hsing, 1998; Yang, 2007; etc.). As a Teochew 
businessperson who had invested in many places of China said,  
To do business in China, Chinese is enough. There is no special advantage to be 
Teochew…(Why do you not invest in Chaoshan?) It’s not because we business people do not 
want to invest, but because of the governmental officials. There is no consistent policy. I dare not 
to do business there (Interview in Singapore, 27 January 2010). 
 
This quotation indicates that overseas Teochews had investment destinations alternative to 
Chaoshan while the local political environment in the Chaoshan region was not competitive 
to other places in China. In my fieldwork Teochew business people usually complained about 
the inefficient bureaucracy and inconstant policies of Chaoshan governments. They pointed 
out that Chaoshan governments failed to offer business friendly environments as other place 
in China, such as the Pearl River Delta and the Yangtze River Delta. Furthermore, in the 
Chaoshan region it was difficult to build professionalized and well-organized firms that were 
insulated from complicated family and social obligations (Interviews in Chaozhou, 17 March 
2010; in Chaozhou, 18 March 2010; in Singapore, 27 January 2010; in Shanghai, 4 April 
2010; etc.). As an official from the overseas affair department described, 
Local people still believed that rich overseas should contribute parts of their wealth to the 
hometown and didn’t realize investment is for making profits rather than for charity. So overseas 
would prefer donation to gain better reputation… you know social relationships in Chaoshan are 
complicated. Once they (overseas Teochews) come back to invest, their relatives, some ones such 
as this aunt’s daughter, that uncle’s son, whoever, would require to work in the enterprises. It 
makes the investors impossible to operate their enterprises well (Interview in Chaozhou, 17 
March 2010). 
 
My fieldwork in some gathering events of overseas Teochews confirmed the above arguments 
and pointed to another negative effect of transnational communities. Stories about failed 
investment in Chaoshan spread among overseas Teochew business people through the gossip 
within the community, which held back potential Teochew investors. In this sense, 
transnational communities even hamper the transnational coupling of Chaoshan. 
In contrast to Hsing’s (1996) argument of “blood thicker than water”, Teochew 
background did not help overseas Teochew investors to adjust local institutions and make 
profits in the Chaoshan region from the mid 1990s. A common Chinese background was 
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sufficient to support mutual communication and understanding, while successful transnational 
investment requires supportive local institutions, rather than only the sub-ethnicity of 
Teochew. Yang (2006) finds out that institutional factors became increasingly relevant to 
Chinese foreign investment given the limits to a guanxi-based interpretation of overseas 
Chinese investment. The case of Chaoshan echoes this point and reveals that transnational 
communities fail to facilitate foreign investment without local institutional support. 
As for the role of overseas Teochews in promoting exports, 40 out of 41 export-
oriented firms I interviewed in Chaoshan claimed that their contemporary exports did not 
involve any overseas Teochews. Only one firm admitted that overseas Teochews facilitated 
its exports to Southeast Asia, but this firm primarily targeted at the domestic market. As 
Table 6-2 shows, according to my survey of 32 export-oriented toy firms in Chaoshan, 50% 
claimed that no Teochews participated in their export process. Although 28.1% firms agreed 
with certain amount of Teochews involved in their export transitions, some of them may be 
domestic Teochews rather than overseas Teochews because 85.6% of firms considered their 
most important buyers for exports as domestic traders (see Table 6-3). In other words, 
overseas Teochews has played insignificant role in local firms’ exports. 
Table 6-2 Teochews involved in local firms’ export transactions 
 Number Ratio 
No Teochew buyers 16 50% 
Less than 30% of buyers are Teochews 7 21.9% 
30%-60% of buyers are Teochews 2 6.2% 
More than 60% of buyers are Teochews 4 12.5% 
All buyers are Teochews 3 9.4% 
Total 32 100% 
Sample: 32 export-oriented toy firms in Chenghai, Shantou 
Note: The percentages are based on the numbers of buyers. 
Source: Author’s survey in Shantou, 2010. 
 
Table 6-3 The most important direct buyers for exports 
 Number Ratio 
Foreign buyers 11 34.4% 
Domestic but non-local traders 14 43.8% 
Local traders 7 21.8% 
Non-local branches 0 0% 
Total 32 100% 
Sample: 32 export-oriented toy firms in Chenghai, Shantou 
Source: Author’s survey in Shantou, 2010. 
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In contrast with foreign investment, overseas Teochew traders were not territorially 
embedded in the social and institutional environment of Chaoshan. Hence, the institutional 
reasons are unable to explain the declining overseas Teochews as intermediaries. The story 
from the “first ceramic trader” in Chaozhou sheds some light on this issue. 
After cooperation with Hong Kong Teochews, their non-Teochew colleagues knew me and I did 
business with them too… I expanded my business… And I was well known in this area (the 
ceramic business). Anyone who wanted to buy ceramics would come to me first… Later, I was 
unhappy in serving traders. Why should I pay so much to them? I was familiar with local 
manufactures. What I needed were only buyers. So I decided to attend the trade fair (Canton Fair) 
although it was difficult at that time (in the early 1990s)…. 13 year ago (1997) I went to 
Germany for the exhibition and rented stalls from a Guangzhou company. It was great to attend 
exhibitions in Europe directly… Now I only deal with big foreign buyers… Few are Teochews 
(Interview in Chaozhou, 28 July 2010). 
 
This transcript has hinted that overseas Teochews as intermediaries became less important as 
long as local firms developed other approaches to international markets such as non-Teochew 
traders and international trade fairs.  
All local firms I interviewed argued that overseas Teochews were not important for 
their exports in the 2000s. The development of local firms led to increasing sizes of 
production and larger demand of buyers. The number of overseas Teochew traders in 
corresponding industries was too limited at the global scale to absorb the rapidly growing 
production in Chaoshan. Moreover, after the mid 1990s, local firms were capable of accessing 
international buyers and plugging into global production networks directly. With the help of 
overseas Teochews, foreign buyers were aware of Chaoshan firms as an option of suppliers in 
some industries, such as the ceramic industry, the toy industry, and the wedding and evening 
dress industry. The information asymmetry between Chaoshan and the external world has 
been reduced. Meanwhile, local firms became experienced in cooperating with foreign buyers 
from the mid 1990s. As an enterprise of a wedding and evening dress firm established in 1999 
said, 
In this industry, we just follow the routine… I don’t understand English, but it doesn’t matter. 
They (the US buyers) send me the designs, and I make the samples… Then I arrange the 
production and deliver to them (the US buyers)… International trade is very well regulated. I 
don’t worry about anything… With long-term cooperation, it’s easy to understanding their (the 
US buyers) requirements… All my buyers are foreigners (Interview in Chaozhou, 13 September 
2010).  
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Her description reveals that social relations on the basis of transnational communities were 
not crucial to maintain transnational transactions in this era. Instead, well-regulated 
transnational business institutions, routine collaboration process, and mutual understanding 
based on long-term cooperation sustained the coupling between local firms and foreign 
buyers.  
Existing literature considers transnational communities as a facilitating mechanism 
for transnational cooperation in terms of knowledge diffusion through the empirical cases of 
transnational Taiwanese engineers, who serve as intermediaries between high tech firms in 
Taiwan and corresponding global firms in the US (Saxenian and Hsu, 2001; Yang et al., 
2009). However, industries in the Chaoshan region do not require high technologies, 
collective production, and frequent knowledge exchange as much as the high tech industries. 
In contrast with technological communities, the Teochew community is based on ethnic 
commonalities rather than the common industrial background. Thus, the effect of overseas 
Teochews as intermediaries in transnational knowledge diffusion is rather limited. As 
discussed in Section 6.2.1, overseas Teochews did transmit technologies, management skills, 
and market information to the Chaoshan region in the take-off era. However, none of my 
interviewees agreed that overseas Teochews had any particular impact on their production 
nowadays.    
In summary, investment from overseas Teochews used to stimulate the transnational 
coupling of the Chaoshan region, but declined from the mid 1990s. Overseas Teochews 
invested in Chaoshan because of cultural affiliation and the familiarity of this region. Social 
relations on the basis of Teochew communities lowered the information asymmetry between 
Chaoshan and the external world, especially in the era when there were limited channels to 
secure information about China. From the mid 1990s, China became more open so that 
overseas Teochew investors were aware of alternative investment destinations and relocated 
to other regions with more supportive institutional and social environments for foreign 
investment rather than Chaoshan. Moreover, overseas Teochews bridged the Chaoshan region 
with international markets and facilitated local firms’ exports in the 1980s and the early 1990s. 
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After the mid 1990s the significance of overseas Teochews as intermediaries was vanishing 
as well. Given the decreasing foreign investment in Chaoshan, did the declining of overseas 
Teochews as intermediaries also hamper local firms’ access to international markets and 
reduce their exports? The rapidly increasing exports of Chaoshan after 2000 indicate that the 
transnational coupling process continued without overseas Teochews. Next section attempts 
to explore how local firms approached international markets, the first step of global-local 
coupling that the GPN literature has paid little attention to.   
6.3 New global-local bridges: alternatives to overseas Teochews 
In this economic globalization era, researchers agree with a global-local perspective 
on regional development. Regional development is considered as a result of “the global going 
local” (Amin and Thrift, 1992). As for the development of developing countries and regions, 
recent studies, especially those in light of buyer-driven global commodity chains, usually 
analyze how local firms meet international buyers’ demands (Dicken and Hassler, 2000; 
Gereffi, 1999; Kalantaridis et al., 2003; Neidik and Gereffi, 2006). Localized assets emerging 
from industrial clusters make the region competitive in the global context (Scott, 1998; 
Storper, 1997). However, few studies explore how a region approach foreign buyers and 
couple with international markets. To secure such global-local channels are essential for a 
developing region whose economy depends on local firms’ exports rather than foreign 
investment.  
In the Chaoshan region, given the continuing increase of exports and declining 
importance of overseas Teochews as global-local intermediaries in the 2000s, there must be 
alternative ways to overseas Teochews to realize Chaoshan’s external coupling. Table 6-4 
illustrates the importance of various approaches to international markets for local firms based 
on the survey of 32 export-oriented toy firms in Chenghai. Exhibitions21 and business 
websites were considered as two most important global-local channels. Besides, with the 
development of industrial clusters, clustering effect also helped local firms secure 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
21 In this thesis, exhibitions included business exhibitions of specialized products and trade fairs.  
	  	  141	  
international buyers, such as by attracting foreign buyers to the region directly, increasing 
buyers through referrals, spreading orders through local business/social networks, and so on. 
Therefore, this section discusses how new bridges replace overseas Teochews to facilitate 
local firms to couple with international markets.  
 




a. Exhibitions 2.24 2.125 
b. Websites 1.93 2 
c. Firms’ marketing activities 1.63 1.75 
d. Introduced by non-local buyers 1.57 1.875 
e. Introduced by non-local suppliers 1.07 1 
f. Introduced by local firms 1.54 1.625 
g. Introduced by Teochew relatives and friends 1.75 1.85 
h. Buyers to Chaoshan 1.75 1.873 
i. Buyers to firms’ branches in other places 1.11 1.125 
1: not relevant; 2: important; 3: very important 
Sample: 32 export oriented toy firms in Chenghai, Shantou 
Source: Author’s survey in Shantou, 2010. 
 
  
6.3.1 Exhibitions as temporary clusters 
 Recent research has argued that international trade fairs provide temporary clusters 
for firms to share global buzz, create knowledge exchange and innovation, and facilitate their 
development (Bathelt and Schuldt, 2008, 2010; Ibert, 2010; Power and Jansson, 2008; 
Schuldt and Bathelt, 2011). In light of my empirical findings of Chaoshan, as for low-tech 
and developing regions such as Chaoshan, local firms take advantage of international trade 
fairs in the aspect of accessing international markets and securing intentional orders, instead 
of enhancing innovative capability. In addition to the survey result mentioned earlier, my 
interviews with 41 local export-oriented firms also reveal that attending exhibitions 
significantly contributed to local firms’ connection with foreign buyers. 15 firms claimed that 
their international buyers were mainly from exhibitions.22 Exhibitions served as an essential 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
22 While this number might not appear to be representative, it covered all the largest firms I have interviewed. The 
interview sample of large local firms included seven top-20 ceramic firms in terms of production value in 
Chaozhou, one top-five toy firms in terms of production value in Chenghai, and three top-five wedding and 
evening dress firms in terms of exports in Chaozhou.  
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channel for local firms to interact with foreign buyers and build up sustaining cooperative 
relations later on. With the help of exhibitions, therefore, local firms did not depend on 
transnational Teochew networks to enter international markets.  
Here I take the ceramic industry as an empirical example to show how local firms 
were able to plug into global economic networks through exhibitions, which facilitated their 
transnational coupling.23 Canton Fair in Guangzhou is the largest international trade fair in 
China. In my interviews, nine out of 11 ceramic firms that attended exhibitions went to 
Canton Fair regularly. They also noted Canton Fair as the most important channel for their 
international business. As Chaozhou Daily (10 May 2010) reported, in the 107th Canton Fair 
from 15 April to 5 May 2010, the turnover of Chaozhou ceramics was US$162.2 million in 
total. Since the total ceramic exports of Chaozhou was US$940 million in 2010 (Chaozhou 
Statistical Yearbook 2011) and there are two Canton Fairs every year, these data indicate the 
significant contribution of Canton Fair to the exports of the ceramic industry in Chaozhou. 
This echoes Giblin (2011) discussion of international trade fairs as temporary global 
marketplace, but local specificities of a region in China requires an institutional perspective to 
explain Chaoshan firms’ participation in Canton Fair. 
From 1993, regional governments replaced national import and export corporations to 
organize local export firms to attend Canton Fair (Wu, 2006). But ceramic firms in Chaoshan 
still had difficulties in participating in Canton Fair due to their private ownership and small 
sizes. Among my interviews only one ceramic firm attended Canton Fair in the early 1990s. 
Section 5.4.1 has noted a boom of private ceramic firms in Fengxi in the 1990s. These local 
firms considered Canton Fair as a good platform to expand their sales, because a large 
number of foreign buyers clustered in the fair and the participation costs were affordable. 
However, the Fengxi government obtained too few entry approvals to Canton Fair from the 
municipal government to satisfy the demand of local firms. In 1994, the Fengxi government 
sent a working group to Guangzhou during Canton Fair. This group rented a hall of a hotel 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
23 Exhibitions are particularly important for the ceramic industry because it requires larger order than the wedding 
and evening industry given the mass production, while toy manufacturers rely more on local traders due to the 
better development of local traders in Chenghai than Chaozhou. 
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next to Canton Fair, divided it into many stalls just as how Canton Fair was organized, and 
rented them to Fengxi firms. This exhibition was very successful. An entrepreneur who 
attended this event in 1994 described it to me excitedly. 
Foreign buyers… didn’t mind you were inside Canton Fair or not. They only cared about the 
commodities. Anyway it was very convenient for them: after walking around inside Canton Fair 
they entered our pavilion to have a look….  It was so easy to get orders at that time…  (Interview 
in Chaozhou, 31 July 2010) 
 
Thanks to this exhibition organized by the Fengxi government, ceramic firms 
benefited from the large pool of foreign buyers in Canton Fair to expand their production and 
exports. This event lasted till 1996 when Canton Fair set up a special zone for Chaoshan 
ceramic firms. The establishment of this zone ascribed to the large volume of ceramic exports 
in Chaozhou. Moreover, then governor of Guangdong Province, a Teochew, served as a 
hidden driving force for this establishment. Although it is impossible to explicitly reveal how 
Chaozhou governments cooperated with this governor to promote this process, a report of 
Chaozhou Daily (19 May 2004) clearly noted that “with his (then governor of Guangdong) 
support this special zone for Chaoshan ceramic products was set up in 1996”. This case 
demonstrates the crucial role of state institutions during the process of attending Canton Fair. 
With the help of state institutions, especially governments at different scales, Chaoshan firms 
obtained alternative approach to international markets rather than overseas Teochews.  
Canton Fair became one of the most important accesses to international markets for 
the ceramic industry in Chaoshan. For instance, an enterprise whose export volume ranked as 
the 33rd of craft ceramic firms in China in 2005 described that “over 90% of our buyers are 
from Canton Fair… 70% of our buyers regularly cooperate with us” (Interview in Chaozhou, 
11 August 2010). Since this company outsourced 80% of its production to local firms, Canton 
Fair accelerated not only the transnational coupling of this large firm but also the 
development of a group of local small firms that did not attend Canton Fair.  
To date, large ceramic firms in Chaoshan attended foreign exhibitions such as 
Ambiente International Trade Fair in Frankfurt Germany, the world’s largest consumer goods 
fair. State institutions also initiated the attendance of these international fairs. From 1998 the 
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Chaozhou government began to organize local firms to visit international trade fairs abroad. 
Overseas Teochew associations hosted these business groups (also see Chapter 8). Inspired by 
these visits, local firms began to attend international trade fairs. Although only five firms I 
interviewed participated in Ambiente due to strict entry requirements such as expensive costs 
and high quality standards of products, all interviewees highly evaluated Ambiente in terms 
of large order volumes and the improvement of firms’ international reputation. 
As Bathelt and Schuldt (2008) have argued, firms in international trade fairs meet 
existing international partners to intensify, maintain, and extend contacts, and identify 
suitable partners to make initial contact with them. Chaoshan firms that attended international 
trade fairs also utilized these temporary clusters to enhance their transnational coupling and 
reduced their dependence on overseas Teochews. However, no interviewees agreed with the 
importance of knowledge exchange and creation in trade fairs as Bathelt and Schuldt (2008) 
emphasize. Chaoshan firms mainly concerned with securing international orders but paid less 
attention to information acquisition. Apart from their low-tech industrial characteristics, an 
entrepreneur who regularly attended international trade fairs in China and abroad explained 
further. 
Why do I need to go there (trade fairs) for information exchange? I can do it when I’m in 
Chaozhou (with other local firms)… I seldom go to see the competitors from other places (rather 
than Chaozhou) in the fairs, because we have different products and different target buyers… 
Neither the buyers nor your competitors will talk anything irrelevant with the orders. Yes, maybe 
we get some information, like whether this kind of products is popular according to how many 
buyers show their interests, but it’s not the only way in which I can know this… In fact, we get 
information more from the Internet, and from daily communication with buyers, suppliers and 
competitors. In trade fairs, very little (Interview in Chaozhou, 13 August 2010).  
 
 In other words, industrial specificity, the agglomeration of related firms in Chaoshan, and 
other trans-local channels to get information such as the Internet, reduce the necessity of 
knowledge transfer and interactive learning in exhibitions as the existing literature discussed. 
Admittedly, local firms’ negative attitude towards information exchange in exhibitions also 
hampers this process. Although Chaoshan firms did not benefit from global buzz created in 
international trade fairs significantly, these fairs have provided useful platforms for them to 
establish global-local connectivity and facilitated the coupling with international markets. 
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6.3.2 Business websites as cyber clusters 
In the survey of toy firms in Chenghai, business websites ranked as the second 
important channel to obtain international buyers (see Table 6-4). The development of Internet 
and online transactions have reduced the cost of searching foreign buyers, expanded the scale 
of marketing, and facilitated Chaoshan firms to enter international markets. In my interviews 
with 41 export-oriented firms, 22 acknowledged that they had business websites or attended 
online business platforms such as Alibaba.com.  
The contribution of business websites is different from exhibitions in regard to 
enhancing local firms’ external coupling. Exhibitions help local firms to secure international 
orders of large volume, but usually only large firms are able to attend exhibitions because of 
the entry requirements in terms of firm size, quality of production, and firm reputation, and so 
on.  Business websites provide lower entry thresholds and wider geographical reach to all 
firms. Therefore, as for new comers and small firms, business websites is an important 
channel to international markets. A wedding dress entrepreneur claimed that business 
websites helped him develop direct contact with international buyers. 
At the beginning, I only did some processing work… After 3 years, I established my own website 
in 1997… Then an Austrian came. He suddenly called me, through a Chinese interpreter, to ask 
whether they could come to visit my factory. So that’s it. I got my first direct international order. 
From then on foreign buyers came on and on… Now I have enough buyers and I’m satisfied. I 
don’t need to attend any exhibition… (Interview in Chaozhou, 21 July 2010) 
 
A toy firm manager ascribed the competitiveness of his company partly to his efforts 
into online business. 
As most SMEs, we can’t afford the cost of searching buyers ourselves. We cooperate with local 
trading firms in Chenghai. But the difference is that, other firms entirely depended on local 
trading firms, while I didn’t. As early as 5 years ago, I became a member of Alibaba.com… So I 
had more buyers at a larger geographical scale, in particular from foreign countries… By now I 
have buyers from Australia, Europe and the USA. They find me directly via Internet (Interview 
in Chenghai, 26 October 2010) 
 
These two quotations demonstrate that through the Internet local firms directly access foreign 
buyers. Both buyers and producers can search each other’s information on line and then 
approach to potential business partners at low costs. Hence, local firms have neither to depend 
on a third party as intermediaries such as overseas Teochew traders, nor to attend exhibitions 
that may be too expensive for some local firms.  
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In addition, large firms also attach importance to business websites. 11 largest firms 
(c.f. Footnote 21 in this chapter) I interviewed all had set up their own business websites, 
although they pointed out that orders from the Internet occupied only a small portion of their 
production. Apart from complementing international orders, business websites were 
considered as an important way of advertisement. A manager of a top ceramic firm in 
Chaozhou explained the necessity of maintaining business websites and online business, even 
though his company was not significantly benefited in the sense of sales. 
We attended Alibaba.com… We have our own websites, too… As a big company, we need to 
keep our website and open this possibility (of online transactions), in order to show our 
capability… So we have to do so, although only a few foreign buyers are from the Internet 
(Interview in Chaozhou, 12 August 2010). 
 
Hence, although some admitted that online business was not crucial in their companies, 21 of 
these 22 business websites users emphasized the importance of this channel and claimed they 
would put more efforts into it. As a ceramic entrepreneur said, “it’s the trend” (Interview in 
Chaozhou, 31 July 2010).  
In short, business websites offer common cyber space for sellers and buyers and 
hence reduce Chaoshan firms’ dependencies on overseas Teochews during their transnational 
coupling process. Although business websites are not as significant for external coupling as 
exhibitions in light of sales volume, they provide opportunities for various firms, including 
large and small ones, newcomers and developed firms. Comparing with overseas Teochews 
who constructed common social space to bridge local firms with international buyers, 
exhibitions and business websites provide common industrial platforms to connect producers 
and buyers. Therefore, exhibitions and business websites extend local firms’ reach to 
international markets effectively due to their corresponding industrial specificity, and take 
over the importance of overseas Teochew networks. 
6.3.3 Cluster economies 
As Chapter 2 has reviewed, existing literature interprets the success of industrial 
clusters in light of regional assets that reduce transaction cost among local firms, create trust, 
cooperation, collective learning, and innovation, and hence help hold down global production 
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networks (Amin and Thrift, 1994; Coe et al., 2004; Cooke and Morgan, 1998; Scott, 1998; 
Storper, 1997; Yang et al., 2009). The case of Chaoshan illustrates that clustering also creates 
channels for local firms to enter international markets. Embedded in industrial clusters, local 
firms plug into global business networks through referral buyers, local spillover of 
international orders, and foreign buyers attracted by the clusters. Table 6-4 demonstrates these 
means to secure international buyers on the basis of cluster economies (see factors d, e, f and 
h.) 
18 of 41 export-oriented firms I interviewed considered referral buyers as one of the 
most important channels to obtain international orders. As for those firms who did not 
consider this channel as essential for their exports, most still had several referral buyers. In 
general, referral buyers were particularly prevailing in the wedding and evening dress 
industry, because wedding and evening dress firms preferred long-term and trusted 
relationship due to the design-sensitive products.   
Mr. Zhong’s experience of looking for international buyers is representative in the 
wedding and evening dress industry. He started his business in the early 1990s and obtained 
international orders from a Hong Kong Teochew trader. Now his company maintained five 
regular buyers, 
… Two are from the Internet, and the other three are all referral buyers… A long-term buyer of 
mine… showed him (a wedding dress retailer this buyer knew) my category. And he decided to 
come to my factory with my buyer! …Finally he became my regular buyer… The other two 
(referral buyers) came from my material supplier. This supplier is very famous in this industry, 
and his reference is very powerful… (Interview in Chaozhou, 25 July 2010) 
 
 A ceramic entrepreneur explained why referral buyers were useful channels to 
international markets, 
As for most exports, I got buyers from friends24. If we go out to sell the products (by 
ourselves)… potential buyers don’t believe the quality of our products unless they have used 
them. If I’m introduced by their friends, they will feel confident of my products. There must be a 
referee. There must be a friend to say, “I bought these from someone”, and then they will trust 
you and buy… I like to do business with these referral buyers, because I also can know their 
information from my friends…  (Interview in Chaozhou, 15 July 2010) 
 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
24 It is worth noting that this interviewee uses the term “friend” in a very broad sense. In this interview he called 
his suppliers and regular buyers as his friends. 
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 According to the above two transcription, referees, although not necessarily 
Teochews, affect local firms’ external coupling for the similar reasons of overseas Teochews 
as intermediaries: reducing information asymmetry and constructing trust between local firms 
and foreign buyers. In other words, ethnicity may not be the primary factor to explain the 
success of transnational social business networks. This echoes Hsu and Saxenian’s (2000) 
argument on the limits of guanxi from another dimension. Hsu and Saxenian disagree that 
ethnic Chinese ties would consequentially create a faithful collaborative relationships. The 
case of Chaoshan shows that trusted collaboration is cultivated by acquaintance instead of the 
ethnic commonalities (i.e. the sub-ethnicity of Teochew). Thus, whether the referee is 
Teochew does not matter. Previous business relations (e.g. previous buyers, suppliers, etc.) 
generate new non-local partners and expand local firms’ external coupling. They do not have 
to depend on transnational ties on the basis of Teochew communities as in the 1980s and the 
early 1990s. 
 In addition, local firms benefit from the spillover of international orders within 
industrial clusters. Transferring orders through local firm networks facilitates more firms 
especially small-sized firms to couple with international markets. But researchers primarily 
focus on the spillover of knowledge rather than the access to external markets (Capello and 
Faggian, 2005; Fritsch and Franke, 2004; Sajarattanochote and Poon, 2009). In Chaoshan, 
large firms afford the cost of marketing such as attending exhibitions and advertising, and 
outsource to local firms the orders that are not related to their core technology. An 
entrepreneur of a large ceramic firm described how he outsourced international orders to local 
firms,  
We only produce 50% of orders in our own factory, and give the others to small factories... Most 
of them are my father’s friends… Finally… we export them (products made by small factories) 
under our name. We don’t need formal contracts… But you know, we know each other well, and 
Chaozhou is a small place. It’s very easy to know with whom you are cooperating and how they 
are... We need to spend time to take care of our buyers… These small firms only need to focus on 
their production, so they can make the products at lower costs than us. We need to cooperate… 
(Interview in Chaozhou, 31 July 2010) 
 
This transcript reveals that large cooperate with small firms on the basis of local social 
networks and the division of labor. As this interviewee said, small firms “focus on their 
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production”, while large firms endeavor to maintain sustaining relationships with existing 
foreign partners and secure new buyers. In doing so, both large and small firms are embedded 
in global production networks and Chaoshan’s external coupling is enhanced.   
Apart from the cooperation among manufacturers, local trader-manufacturer 
networks also accelerate the spillover of international orders. Local traders put efforts into 
securing international orders and pass them to manufacturers for production. Both parties 
benefit from low transaction cost caused by agglomeration in the aspects of information 
transfer, transportation, quality control, supervision, and so on. These networks are well 
developed in Chenghai’s toy industry. Chen and Chu (2008: 143) noted that more than 100 
export-oriented trading firms surrounding Chenghai Exhibition Center contributed to toy 
exports significantly. My fieldwork also found out Chenghai toy firms’ close cooperation 
with local trading firms. Sometimes these trading firms even pretend as manufacturers with 
the help of their cooperative manufacturers, when international buyers came to Chenghai to 
check the production.  
Furthermore, with the development of industrial clusters, more and more international 
buyers directly come to Chaoshan to look for suppliers in corresponding industries from the 
late 1990s. The survey of toy firms shows that buyers directly to Chaoshan ranking as the 
third of most important approaches to obtain non-Teochew buyers (see Table 6-4). 11 export-
oriented firms I interviewed had received international orders from foreign buyers who visited 
them personally. A ceramic entrepreneur described vividly, 
Everyone knows Chaozhou is the place producing ceramics. A person who wants to buy ceramics 
will come to have a look... They can hire a car, drive around, go to factories and ask. When here 
is a cluster, it is attractive. You are a member of the cluster, and then you have the chance to 
expose yourselves to (international) markets (Interview in Chaozhou, 19 February 2010). 
 
Thus, because of the development of industrial clusters, local firms are not so difficult to 
access international markets as they used to be in the 1980s and the 1990s. Located in well-
developed industrial clusters, local firms benefit from the pool of international buyers within 
the region. Industrial associations facilitate this global-local channel through offering free 
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consulting service to foreign buyers in Chaoshan, publishing categories of local firms and 
providing them in hotels for free, and so on.  
To sum up, today the coupling process of Chaoshan is facilitated through exhibitions, 
business websites, and agglomeration effects generated by the development of industrial 
clusters. These global-local bridges replace the intermediary role of overseas Teochews, and 
connect local firms and international buyers by creating temporary, cyber, and geographical 
proximity to reduce information asymmetry between two parties. Hence, Chaoshan firms 
remain increasing exports without the help of overseas Teochews in the 2000s. In other words, 
with the regional industrial development, Chaoshan’s external coupling becomes less 
dependent on transnational communities. 
6.4 Concluding remarks: changing role of transnational communities 
In the era of globalization, regional development is driven by local firms’ external 
coupling with international markets, facilitated by transnational communities (Saxenian, 
2002, 2005; Yang et al., 2009; Yeung, 2009). This chapter has demonstrated that the 
Chaoshan region couples with international markets in the forms of foreign investment and 
local firms’ export activities. Overseas Teochews played important role to initiate these two 
patterns of coupling. However, the facilitating effect of transnational communities was 
declining over time. Local institutions hampered foreign investing activities so that overseas 
Teochew investors became less significant for regional development. From the mid 1990s, 
local firms developed new channels to international markets on the basis of exhibitions, 
online business, and agglomeration economies, and hence their exports have less depended on 
overseas Teochews as intermediaries.    
The evolutionary role of overseas Teochews leads to reflections on the mechanism of 
transnational communities for external coupling. First, the effect of transnational communities 
is conditioned by the regional context at particular historical moment. Overseas Teochews 
catalyzed the take-off of Chaoshan through initiating foreign investment and promoting 
exports in the late 1980s and the early 1990s. In this period, Chaoshan was one of the most 
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open regions in China, while the channels to international markets were limited. Hence 
transnational communities became a critical bridge to link local and international actors. With 
the further economic reform in China, foreign investors had more options of investment 
destinations while the institutional environment of Chaoshan was not so supportive to 
investment as other available investment destinations. Meanwhile, industrial-based channels 
to international markets emerged for local firms to approach foreign buyers and reduced local 
firms’ reliance on overseas Teochews as intermediaries. The significance of transnational 
communities was vanishing under this changing context. Thus, the facilitating mechanism of 
transnational communities should be interpreted in a particular historical context in light of 
changing local and non-local institutions and the specific stage of industrial development. 
 Second, the declining significance of overseas Teochews for external coupling 
implies that the role of transnational communities is substitutable to some degree. Chapter 3 
has developed three mechanisms about how social ties on the basis of transnational/trans-
regional communities enhance external coupling: reducing information asymmetry, 
enhancing communication, and constructing trust. In the case of transnational coupling, 
overseas Teochews primarily worked in light of reducing information asymmetry between 
Chaoshan and international markets. As for foreign investment, apart from cultural affiliation, 
overseas Teochew invested in Chaoshan mainly because of their familiarity of this region. As 
intermediaries, overseas Teochews enhanced the coupling between local producers and 
international buyers for the similar reason. This chapter indicates that the information 
asymmetry between a region and the external world could be reduced through other factors 
than transnational communities, such as a more open environment of China, participation of 
international trade fairs, emergence of online business, and the development of industrial 
clusters. Next chapter will continue to explore this mechanism of trans-regional communities 
together with the other two in order to further examine three propositions in Chapter 3.     
Finally, we should consider which level of communities makes sense for external 
coupling. Researchers usually interpret communities at the national level when discussing 
global-local coupling (Yeung, 2009; Yang, 2009; etc.). However, transnational communities 
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may be based on regional foundation. The declining role of overseas Teochews in foreign 
investment in Chaoshan implies that the level of Chinese is sufficient for transnational 
economic cooperation. Meanwhile, ethnic commonalities of Teochew become less important 
for bridging local firms and international buyers when new global-local channels emerge. 
Does this because only communities at the national level matter for external coupling? Next 
chapter will discuss trans-regional Teochew networks within China, and examine whether 
Teochew communities affect the coupling between local and non-local actors within the 
domestic market, a form of external coupling that is surprisingly ignored in the existing 
literature. 
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 Chapter 7 Trans-regional coupling of Chaoshan in China: 
continual roles of Teochew communities 
7.1 Introduction 
 The new regionalism argues that localized institutional and social assets are crucial to 
regional development. However, Chapter 6 has shown that local assets are not sufficient to 
explain the Chaoshan economy. Overseas Teochews played a significant role in accelerating 
Chaoshan’s transnational coupling during the 1980s to the 1990s. Since regional development 
is a dynamic outcome of the coupling process between local firms and corresponding actors 
in international and domestic markets, we should take into account not only global-local 
connectivity but also trans-regional business and socio-institutional networks (c.f. Chapter 3). 
Although most recent GPN literature and regional studies primarily focus on global-local 
interactions rather than trans-regional coupling, some researchers have mentioned that the 
domestic market provides opportunities for regional industries to reduce the dependencies on 
international buyers and upgrade, such as in India, Indonesia, and so on (Dicken and Hassler, 
2000; Tewari, 2006).  
Given the large domestic market in China, Yang (2011) has noted TNCs’ attempts at 
decoupling from international markets and recoupling with the domestic market of China, 
which reshapes regional developing trajectories in global production networks (also see Lu 
and Wei, 2007; Yang and Liao, 2010). Apart from TNCs, the case of Chaoshan shows that 
local private firms also carry out trans-regional coupling strategies different from their 
transnational coupling. Chapter 5 has noted the importance of domestic sales in Chaoshan 
economy, given the continuingly decreasing share of exports to GDP in the 2000s. This 
chapter uses the ceramic industry and the toy industry as empirical cases, since these two key 
industries of Chaoshan aim at both international markets and the domestic market and 
develop diverse and hybrid domestic marketing networks.  
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In countries such as India, China, and Russia, networking through informal relations 
(personal relations) is of importance to organize business (Ambler et al., 1999; Clay, 1997; 
Hsu, 2005). But this strand of literature focuses on firm behaviors and considers a country as 
a homogenous unit without geographical analysis. There are Teochews living in other cities 
and regions in China, and engaging in trading commodities made in Chaoshan. In other 
words, within a country, trans-regional community relations are likely to affect the process of 
organizing inter-regional business. Following Chapter 6 that discusses overseas Teochews 
and transnational coupling, this chapter examines the role of Teochew trans-regional 
communities in Chaoshan firms’ coupling within the domestic market. Local firms take the 
initiative to manage domestic marketing networks rather than depending on international 
buyers for exports. Trans-regional Teochews help local firms enter new markets, maintain 
trans-regional flexible transactions and frequent communication, and connect Chaoshan with 
distant specialized markets.  
 There are four sections in this chapter. Section 7.2 examines how trans-regional 
Teochews participate in local firms’ domestic marketing. After demonstrating how Chaoshan 
firms organize their domestic marketing, this section discusses the facilitating roles of 
Teochews in light of entering new markets and sustaining coupling process. In addition to the 
influence on individual firms’ trans-regional coupling, Section 7.3 further explores the 
relation between communities and coupling at the regional scale, and illustrates that the 
clusters of Teochews in distant specialized markets strengthen Chaoshan’s external coupling 
within the domestic market. Finally Section 7.4 offers a short conclusion by reflecting on the 
effect of trans-regional communities discussed in Chapter 3 and existing cluster studies.  
7.2 Trans-regional Teochews in China and Chaoshan firms’ domestic business 
networks 
 Some researchers have recently realized the significance of the domestic market for 
regional firms’ performance (Crestanello and Tattara, 2011; Dicken and Hassler, 2000; 
Navas-Aleman, 2011; Tewari, 2006). Besides the neglecting of trans-regional coupling within 
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a country, most GPN research suffers a production bias (c.f. critique in Hudson, 2008; Kelly, 
2009). The empirical findings in Chaoshan reveal that regional development partly attributes 
local firms’ ability of domestic marketing. As Tewari (2006) has noted, local firms possess 
more powerful positions within domestic marketing networks than global commodity chains, 
which lead to different industrial upgrading trajectories. Hence, the interactions between local 
producers and domestic distributors may also drive the external coupling process of a region. 
In China, social ties, particularly personal relationships (guanxi), play a crucial role in 
economic activities by shaping infra-, inter-, and intra-firm relationships (Ambler et al., 1999; 
Boisot and Child, 1996; Qiu, 2005; Wank, 1999a; Xin and Pearce, 1996; Yang, 1994). Trans-
regional communities provide one kind of foundations to establish social relations between 
distant actors (c.f. the discussion on the base of guanxi in Tong and Yong, 1998; also see 
Yang, 1994). Hence, as for local firms’ trans-regional transactions within China, do social 
relations on the basis of Teochew communities affect these economic activities? Since the 
organization of domestic production and marketing varies from local firms’ transnational 
coupling, do Teochew trans-regional communities have different impact from overseas 
Teochews?  
  Chapter 5 has noted domestic sales of the toy industry and the ceramic industry, and 
their various marketing strategies by cooperating with trading agents, wholesalers, exclusive 
distributors and non-local branches. Chaoshan firms realize their trans-regional coupling 
through these diverse distribution channels. According to my fieldwork, in contrast to the 
declining significance of overseas Teochews in Chaoshan’s transnational coupling, Teochew 
trans-regional networks have contributed to the coupling between local firms and their 
domestic partners. Teochew trans-regional communities facilitate Chaoshan firms to enter 
new markets in China. After the business ties have been set up, social relations on the basis of 
Teochew trans-regional communities help sustain the cooperative relations between local 
firms and their domestic distributors. This section discusses the role of Teochew communities 
in Chaoshan’s trans-regional coupling with a focus of individual firms, while the next section 
will further this discussion at a regional scale.  
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7.2.1 Marketing toys and ceramics: more than just exports  
As Table 7-1 shows, most toy firms and ceramic firms in Chaoshan were engaged in 
exports and domestic sales at the same time, while most wedding and evening dress firms 
targeted international markets only. According to a Chaozhou government report on the 
ceramic industry, exports made up 61.3% of the gross ceramic production value in Chaozhou 
in 2004. This implies domestic sales accounted for 38.7%. Chen and Chu (2008: 146) pointed 
out that about one third of the gross toy production in Chenghai were sold in the domestic 
market. 
Table 7-1 Exports and domestic sales of local firms in Chaoshan 
Toy firms Ceramic firms Wedding and evening dress firms Interviews of 46 local firms Number Ratio Number Ratio Number Ratio 
Only exports 1 12.5% 3 15% 15 83.3% 
Only domestic sales 0 0% 3 15% 0 0% 
Both exports and 
domestic sales 7 87.5% 14 70% 3 17.7% 
Total 8 100% 20 100% 18 100% 
 
Toy firms Survey of 34 toy firms Number Ratio 
Only exports 1 2.9% 
Only domestic sales 2 5.9% 
Both exports and domestic sales 31 91.2% 
Total 34 100% 
Source: Author’s fieldwork in Chaoshan, 2010. 
 
The toy industry and the ceramic industry vary in their developing trajectories of 
domestic marketing. Chaoshan toy firms and ceramic firms started their domestic sales from 
the 1980s. In general, toy firms depended on domestic distributors who came to Chaoshan, 
while ceramic firms preferred local people in Chaoshan serving as salesmen. The production 
of toy firms was often smaller-sized than ceramic firms. The more diversity of products and 
lower value-added characteristics increased the difficulties of toy firms to search buyers by 
themselves, as ceramic firms usually did. Furthermore, there had emerged a cluster of toy 
stores in Chenghai to serve non-local buyers. This local division of labor enhanced toy firms’ 
cooperation with domestic distributors. 
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Hence, from the mid 1990s when local firms could approach international buyers 
more easily, many ceramic firms abandoned the domestic market and focused on exports 
because of larger sales volume and less uncertainty in exports than domestic sales (interviews 
in Chaozhou, 19, February, 2010; 12 August 2010; 13 August 2010; etc.). As for the toy 
industry, in contrast, the domestic sales continued. Unlike ceramic firms that searched 
domestic buyers on their own initiative in the 1980s, toy firms depended on non-local 
distributors, who continued to take charge of these firms’ domestic sales.25  
In the 2000s, in addition to those export-oriented ceramic products, another category 
of ceramic commodities, the sanitary ware production aiming at the domestic market had 
been well developed in Chaoshan (also see Chapter 5). A Chaozhou government report in 
2005 documents that 85.7% of ceramic sanitary ware firms had domestic sales. Because 
branding and brand protection have been commonly adopted in this industry, most ceramic 
sanitary ware firms build their domestic marketing networks through exclusive distributors 
and non-local branches. By contrast, domestic but non-local distributors continued sustaining 
toy firms’ domestic marketing. Although some high-end toy producers began to pay more 
attention to branding for marketing and adopted similar strategies with ceramic sanitary ware 
firms, most low-end toy producers kept in collaboration with traders and wholesalers in the 
domestic market. Admittedly, a firm may conduct hybrid marketing strategies according to its 
different categories of toys. With the development of China’s “market economy”, recently 
ceramic tableware firms and arts craft firms also began to conduct domestic sales to some 
degree.  
My survey of toy firms in Chenghai demonstrates non-local buyers within China as 
the most important channels for the domestic sales of Chaoshan firms (Table 7-2). Table 7-3 
shows that the trans-regional distribution of Chaoshan firms engages in different types of 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
25 Because of the rapid growth of exports and gross production, although the domestic sales of the toy industry did 
not decline, the domestic market-exports ratio has decreased and today this industry is more export-oriented. 
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buyers, according to my interviews in the Chaoshan region. All 24 firms with domestic sales26 
cooperated with wholesalers, and 22 of them collaborated with exclusive distributors. Five 
firms set up non-local branches for domestic marketing, and four firms engaged with trading 
agents.  In other words, the organization of domestic marketing is more complex and hybrid 
than the transnational coupling of Chaoshan firms.  
 
Table 7-2 The most important direct buyers for exports and domestic sales 
Exports Domestic sales  
Number Ratio Number Ratio 
Foreign buyers 11 34.4%  N.A. 
Domestic but non-local traders 14 43.8% 25 75.6% 
Local traders 7 21.8% 6 18.2% 
Non-local branches 0 0% 2 6.1% 
Total 32 100% 33 100% 
Sample: 34 toy firms in Chenghai, Shantou 
Source: Author’s fieldwork in Chaoshan, 2010. 
 
 
Table 7-3 Types of direct buyers for domestic sales 
 Total Toy firm Ceramic firm 
Trading agents 4 3 1 
Wholesalers 24 7 17 
Exclusive distributors 21 6 15 
Non-local branches 5 1 4 
Final consumers 1 1 0 
 
Notes: I interviewed 27 firms with domestic sales, including 7 toy firms, 17 ceramic firms and 3 
wedding and evening dress firms.  Given the very small domestic sale of the wedding and evening 
dress industry, I only take toy firms and ceramic firms as empirical cases. So the sample in this 
table includes 24 toy and ceramic firms. In addition, a firm usually has different types of buyers at 
the same time. 
Source: Author’s fieldwork in Chaoshan, 2010.  
 
As mentioned in Chapters 5 and 6, trading agents occupy the majority of direct 
buyers for the exports of Chaoshan manufacturers. Trading agents help lower the searching 
cost, reduce the risk of long-distance transactions, and achieve economies of scope through 
arranging individual foreign buyers and local manufacturers for production (Hsing, 1998). In 
contrast, within the domestic market, local producers are able to search buyers at lower costs 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
26 In my interviews of 46 local firms, 27 firms had domestic sales, including seven toy firms, 17 ceramic firms, and 
three wedding and evening dress firms. Since the domestic sales of wedding and evening dress firms were very 
small, I only use toy firms and ceramic firms to illustrate the trans-regional coupling in this chapter. 
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and conduct business more conveniently due to the similar institutions and geographical 
proximity. Furthermore, domestic trading agents are unable to satisfy local firms’ demands of 
branding considered as important in domestic marketing. In buyer-driven commodity chains, 
profits derive from combinations of high-value research, design, sales, marketing and 
financial services that allow firms to act as strategic brokers in linking factories with evolving 
product niches in the main consumer markets (Gereffi, 1999). Local firms attempt to upgrade 
themselves from pure manufacturers to these more profitable and powerful positions, while 
branding is an essential strategy. Although it is difficult for firms in developing regions like 
Chaoshan to achieve such positions in international markets dominated by global buyers, 
trans-regional coupling within the domestic market offers local firms the opportunities to 
upgrade from OEM to OBM and lead their domestic marketing networks (Tewari, 2006). A 
manager of a ceramic firm with exports and domestic sales emphasized the branding 
strategies in domestic marketing and said, “we export for money but we do business in China 
for career” (Interview in Chaozhou, 17 August 2010). Therefore, as for the domestic sales, 
local firms depend more on other types of distributors in the followings rather than trading 
agents. 
Wholesalers are the most common domestic distributors for Chaoshan firms. 
Although an individual wholesaler usually makes up only a tiny portion of a firm’s gross 
production, this category of distributors as a whole is significant for local firms’ coupling 
within the domestic market. For example, the turnover in Yiwu markets made up 16% of the 
production value of the Chenghai toy industry (Jinhua Daily, 11 March 2008; also see Chen 
and Chu, 2008: 12), while my survey finds out that wholesalers contributed to 82.9% of 
distributors for Chenghai toys in Yiwu. Wholesalers are vital for small-sized firms that are 
not strongly brand-oriented. These firms are unable to afford the cost of managing exclusive 
distributors or non-local branches due to their low-value added production, and usually fail to 
fulfill the demands of trading agents in terms of large volume orders. Large firms also 
maintain this type of distributors as supplements to their production. A manager of a large 
	  	   160	  
ceramic firm expressed his ignoring of wholesalers but admitted the contribution of 
wholesalers for their domestic sales,  
I don’t know (how many wholesalers and who they are)... Each of them provides just a little 
supplement for our sales. But they usually have stable purchase. We do business with them 
because we do everything that can make profits. But I don’t need to know them (wholesalers)… 
I promote our marketing strategies through exclusive distributors… Wholesalers are just for the 
sales…(Interview in Chaozhou, 13 August 2010) 
 
In contrast with the passive attitude towards wholesalers shown in this transcription, 
local firms engage with exclusive distributors and/or non-local branches on their own 
initiative. Local firms select particular cities and regions to set up exclusive distributors/non-
local branches, and sometimes hold regional or national meetings of exclusive distributors 
and branches to enhance marketing (Interviews in Chenghai, 01 October 2010; in Chaozhou, 
17 August 2010; in Foshan, 02 September 2010). Non-local branches get full financial 
support from their headquarters in Chaoshan, and in general staffs from Chaoshan manage 
these branches. Exclusive distributors are relatively independent, but local firms often 
implement flexible and supportive financial policies with them. For example, a ceramic 
distributor told me that he was “always in huge arrears” to his supplier (Interview in Foshan, 
31 August 2010 a). A toy entrepreneur illustrated that he sponsored his exclusive distributors 
to arrange special sales events (Interview in Chenghai, 01 October 2010).  
Since most local firms in Chaoshan are small-sized, they prefer exclusive distributors 
rather than non-local branches for the sake of saving costs. In my interviews, 21 out of 24 toy 
and ceramic firms had exclusive distributors, whereas only five firms had non-local branches. 
Among these five firms, four managed more exclusive distributors than non-local branches.27 
With the help of exclusive distributors/non-branches, local firms in Chaoshan develop their 
domestic marketing networks, and more importantly, expose their brands to final consumers. 
In short, the organization of domestic marketing varies from the cooperative relations 
between local firms and international buyers, and thus leads to following discussion on a 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
27 Only one interviewee said his firm had one branch and no exclusive distributor, but this firm just began their 
domestic sales in mid 2010. Other interviewees all pointed out that branches were not the major channels for their 
domestic sales. 
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different role of Teochew communities within China during this trans-regional coupling 
process. 
7.2.2 Entering new markets through trans-regional Teochews  
 Overseas Teochews helped Chaoshan firms enter international markets when local 
firms had few channels to foreign buyers. Within the domestic market, geographical 
proximity, frequent individual movement, and high degree of institutional homogeneity 
empower Chaoshan firms to enter this market more easily. Among 17 ceramic firms with 
domestic sales that I interviewed, seven mentioned that they used to travel within China to 
look for buyers.28 Local firms usually take initiatives to enter a new market for their domestic 
sales, rather than depending on intermediaries during their transnational coupling. In doing 
so, a firm has to collect market information to decide whether to enter, and put efforts into 
setting up a node of marketing networks in this place. Teochew trans-regional networks 
facilitate Chaoshan firms’ marketing investigation and the establishment of marketing nodes, 
i.e. distributors and/or branches.  
Within trans-regional communities, Chaoshan firms lower their costs of market 
investigation by securing information from Teochews in target cities or regions. Many 
interviewees mentioned their experience of consulting with Teochews in prospective markets. 
With the development of the toy industry and the ceramic industry in Chaoshan, increasing 
Teochews participate in related business within and outside the Chaoshan region. For 
example, my fieldwork in Shanghai, Hangzhou, Yiwu, Guangzhou, Foshan and Beijing 
reveals that all these cities had a large number of Teochew business people and clusters of 
Teochew distributors in specific industries of Chaoshan. Hence, it is not difficult to find 
Teochews who operate related business in the place where a local firm attempts to develop 
marketing. Moreover, most firms in Chaoshan are not large enough to afford formal market 
investigation, while in China this type of services is underdeveloped. Thus trans-regional 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
28 All these seven firms were among the 11 that were established before 1995. With the emergence of specialized 
markets in China and the development of Chaoshan firms’ domestic business networks that will be discussed later, 
few entrepreneurs need to do so as their counterparts did before the mid 1990s.    
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Teochew communities become an important way of getting market information. As a local 
entrepreneur said, to develop a new market,    
My first step is to find a Teochew. If I have a friend there, definitely I visit this friend right now. 
Otherwise, for example, in Changsha, Hunan Province, I knew nobody there. I went to 
Mawangdui, because a lot of Teochews sell ceramics there. (Q: how do you know they are 
Teochews?) I can recognize them because they were drinking kongfu tea. So I said, ‘I was from a 
factory in Chaozhou.’ They said, ‘Okay. Take a seat and have a cup of tea.’ I sat down and had 
tea with them, asking about the situation of the ceramic market in Hunan. They told me which 
areas were better for my business, which areas were for the high-end buyers and which for the 
low-end, which distributors had good reputation and which often owed money to their suppliers, 
and so on (Interview in Chaozhou, 16 March 2010). 
 
This transcript indicates a convention of information sharing among Teochews. All 18 non-
local Teochew distributors I interviewed agreed that they would like to offer suggestions to 
unknown Teochews who came to consult with them, but they did not have such an 
“obligation” to non-Teochews. As a toy wholesaler in Yiwu said, 
It depends on my mood and my time (if the visitor is not Teochew) (laugh)… (As for Teochews) 
I definitely will talk to him/her. If I don’t have time at that moment, at least I will tell him/her to 
look for someone else nearby. We are part of a community (zijiren) (Interview in Yiwu, 06 
October 2010). 
 
Accordingly the identity of Teochews endows Chaoshan entrepreneurs with additional 
channels to information of distant markets than non-Teochews because of the sense of 
belonging to a community and the obligation and willing of mutual help. Cooke and Morgan 
(1998) have argued for the importance of local cooperative culture for regional development. 
The case of Chaoshan demonstrates that local norms and conventions can be trans-regional. 
Chaoshan firms benefit from such institutional environments trans-regionally on the basis of 
Teochew communities.  
In addition to market information, benefited from Teochew social networks, local 
firms are able to secure qualified and trustworthy partners at low searching costs, and set up 
new nodes of their marketing networks. Driven by the demand of local firms’ domestic 
marketing, many local Teochews leave the Chaoshan region and work as distributors for 
Chaoshan products. We can learn this from this interviewee’s story of becoming an exclusive 
distributor of a ceramic firm in Chaoshan.   
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My father had a good friend, who was a ceramic producer. He knew me for a long time. At that 
time I planned to go back to Shanghai,29 and he just intended to develop the market in 
Shanghai… I didn’t have enough money, and he supported me. So I came back to Shanghai and 
opened this store… (Interview in Shanghai, 07 April 2010) 
 
In other words, when entering a new market, local firms are careful in selecting distributors 
due to the concern about their market development and the later long-term cooperation, in 
particular as for exclusive distributors and non-local branches that are crucial for their 
branding strategies. Hence, they prefer persons who have certain pre-existing bonding with 
them, such as a son of a good friend mentioned in the quotation above.  
Apart from relatives or friends, ex-employees also contribute to expanding domestic 
marketing networks. A manager of a prominent ceramic sanitary ware firm claimed that one 
of their marketing strategies was to support staff to become exclusive distributors. In this way 
the firm saved the costs of operating non-local branches and reproduced trustful relations with 
their distributors/former staff. 
If we decide which city to develop (marketing)… we send our staffs to set up a branch there. If 
they agree, they quit our company to become an independent exclusive distributor… In terms of 
the portion of all our buyers, this kind of ex-staff buyers is not very high. But in terms of the 
quantity, well, it is not a small number. And we prefer this kind of buyers… They (former staff) 
are our customers, while they have “renqing guanxi” (emotional personal relations) with us 
(Interview in Chaozhou, 17 August 2010). 
 
As he told me, although this firm could easily get distributors due to their reputation in this 
industry, encouraging staff to become business partners was considered as the most preferable 
way to enter new markets.  
These two transcripts echoes the discussion of “family-ization” and networking of 
Chinese business, that is, extending the boundaries of firms beyond those of the legal entity 
by networking through (extended) family ties (Chan and Chiang, 1994; Redding, 2000; c.f. 
Footnote 17 in Chapter 6). In contrast with the obligation of information sharing rooted from 
Teochew convention, Teochew trans-regional communities help local firms enter new 
markets in the form of providing trustworthy distributors partly because of the lack of social 
trust in the business institutional environment of China. Located in Chaoshan, firms are likely 
to have Teochews with trustful relations to serve as distributors in new markets, even though 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
29 This interviewee had his college studies in Shanghai, and then went back to Chaoshan to work. But he was 
unhappy and tried to leave Chaoshan for Shanghai. 
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whether Teochew or not is not a necessary condition. In short, Teochew trans-regional 
communities facilitate local firms to enter new markets. After the entry, how do these 
communities impact on the sustaining transactions between local producers and distributors? 
7.2.3 Teochew distributors in Chaoshan firms’ domestic marketing networks 
My fieldwork uncovers a higher degree of involvement of Teochews in Chaoshan 
firms’ domestic sales than their exports. As for the domestic distributors, only 24.2% of firms 
surveyed did not have any Teochews engaging in their domestic sales, comparing with 50% 
in exports (Table 7-4). 10 out of 27 local firms with domestic sales I interviewed claimed that 
Teochews consisted of the majority of domestic buyers. 17 firms argued that Teochew buyers 
were more helpful for their business than non-Teochews, including seven firms whose main 
buyers were non-Teochews. As Table 7-5 shows, in the case of domestic sales, exhibitions 
were considered as the most important channel to non-Teochew buyers, whereas Teochew 
buyers mainly came from Teochew referrals. Teochews play a significant role in Chaoshan 
firms’ trans-regional coupling within China. In brief, local firms conduct flexible financial 
policies with Teochew distributors and frequent communication with Teochew exclusive 
distributors/non-branches due to the social embeddedness in Chaoshan of these trans-regional 
Teochews. 
Table 7-4 Teochews involved in trans-regional transitions of Chaoshan firms 
 Exports Domestic sales 
No Teochew buyers 16 50% 8 24.2% 
Less than 30% of buyers are Teochews 7 21.9% 15 45.5% 
30%-60% of buyers are Teochews 2 6.2% 6 18.2% 
More than 60% of buyers are Teochews 4 12.5% 4 12.1% 
All buyers are Teochews 3 9.4% 0 0% 
Total 32 100% 33 100% 
Sample: 34 toy firms in Chenghai, Shantou 
Note: The percentages are based on the numbers of buyers. 
Source: Author’s survey in Shantou, 2010. 
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Table 7-5 Channels to the domestic buyers 
 Non-Teochews Teochews 
a. Exhibitions 2.16 1.71 
b. Websites 1.81 1.48 
c. Firms’ marketing activities 1.65 1.52 
d. Introduced by non-local buyers 1.42 1.43 
e. Introduced by non-local suppliers 1.06 1.095 
f. Introduced by local firms 1.42 1.23 
g. Introduced by Teochews 1.81 2 
h. Buyers to Chaoshan 1.77 1.28 
i. Buyers to firms’ branches in other places 1.3 1.19 
1: not relevant; 2: important; 3: very important 
Sample: 33 toy firms with domestic sale in Chenghai, Shantou 
Source: Author’s survey in Shantou, 2010. 
 
Chaoshan firms usually allow Teochew distributors, including wholesalers and 
exclusive distributors/non-local branches, to conduct flexible ways of payment. All Teochew 
distributors I interviewed noted the experience of delaying payment to their suppliers in 
Chaoshan. Besides the delaying payment of Teochew distributors, a local entrepreneur 
described the “mutual help” between him and his Teochew distributors in terms of finance. 
If they (Teochew distributors) have some difficulties in capital flows, I often allow them to pay 
me later. But they also help me. For example, in 2008, my exports shrunk. They (domestic 
Teochew distributors) kept regular purchase and even paid me in advance in order to help me 
obtain enough capital to sustain the basic production (Interview in Chenghai, 30 September 
2010).  
 
This kind of mutual help on the one hand results from long-term cooperative relationships, 
and on the other hand, should be interpreted from the perspective of trans-regional 
communities. A ceramic exclusive distributor explained the reason of flexible payment 
between Teochew distributors and Chaoshan firms in the following way, 
How dare a Teochew distributor cheat a local firm? Unless he/she doesn’t want to come back 
home anymore. But even so, his/her parents would be in trouble. A monk can run away, but the 
temple is still there30… We (Teochew distributors and Chaoshan producers) know each other 
well. It’s not easy to treat each other rigidly… (Interview in Foshan, 31 August 2010 b) 
 
Accordingly, Teochew trans-regional networks provide an informal monitoring mechanism 
for local producers and non-local distributors due to the low information asymmetry within 
the community and both parties’ social embeddedness in Chaoshan. Hence, both producers 
and distributors can accept flexible payment without written contracts. In general local firms 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
30 This Chinese saying refers that a person can never escape punishment as long as he/she has a fixed living place.  
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carry out more supportive financial policies towards exclusive distributors than wholesalers. 
Comparing with non-Teochews, however, Teochew wholesalers still benefit from flexible 
financial transactions.  
In addition to flexible financial policies, Chaoshan firms and Teochew distributors, 
particularly exclusive distributors/non-local branches, maintain frequent communication and 
trust on the basis of trans-regional communities. Tan and Yeung (2000a) argue that apart 
from family lineages, kin with the same ancestry from a region and schoolmates are generally 
considered to be more trustworthy than unfamiliar “outsiders”. To select exclusive 
distributors/non-local branches, as discussed previously, Chaoshan firms prefer Teochews 
most of whom are family members, relatives, or friends. According to my interviews, five 
firms had non-local branches, all of which were managed by Teochews. Among 22 firms with 
exclusive distributors, eight firms (36.4%) claimed Teochews as the majority of their 
exclusive distributors. A ceramic entrepreneur who cooperated with Teochew and non-
Teochew exclusive distributors at the same time said, 
I know well about most of my Teochew exclusive distributors. They visit me when they come to 
Chaozhou, and it’s so often because their parents or even their families are here… (Because of 
these casual and frequent visits in a long term) we are friends, not only business partners… Of 
course I know those non-Teochew ones, and some of them are my friends too… Business is 
business. I don’t intend to develop special relations with distributors… But when we are friends 
rather than business partners, it’s natural to help your friends, and your friends also help you. So 
it (maintaining more flexible and closer cooperation with Teochew distributors than non-
Teochews) is not because they are Teochew or not, but because they are friend or not (Interview 
in Chaozhou, 16 August 2010). 
 
This description demonstrates that the social embeddedness of Teochew distributors in 
Chaoshan provides them more opportunities to visit Chaoshan and then generates more 
frequent face-to-face communication with their suppliers. Trust derives from these long-term 
social interactions on the basis of Teochew trans-regional communities, which in turn drives 
flexible and stable transactions and information exchange.  
All exclusive distributors I interviewed agreed that they shared product and market 
information with their suppliers during their home visits. As a distributor said, 
The business is our (distributors and producers’) common topic. We often talk about it, although 
we don’t intend to do so. You know, we are business people, so we are interested in discussing 
business… (Interview in Foshan, 31 August 2010 a) 
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In other words, social interactions in the forms of informal visits than business transactions 
enhance knowledge exchange between local firms and non-local distributors. However, this 
trans-regional communication and information exchange hardly happen between local firms 
and Teochew wholesalers, since wholesalers are not crucial for local firms’ marketing 
strategies. Thus, both wholesalers and producers consider that they “do not need this 
communication” (Interview in Yiwu, 05 October 2010). Teochew wholesalers seldom visit 
Chaoshan suppliers although they go to Chaoshan often. 
Hsu and Saxenian (2000) argue that for two regional ethnic communities, guanxi help 
the initial cross-border cooperative business, while monitoring-created trust insures the 
deepening of these deals. This argument partly explains the transnational coupling process of 
Chaoshan firms. Overseas Teochews stimulated local firms to establish transnational 
business, but became less important after these firms entered international markets, since at 
this stage guanxi based trust was not essential for international producer-buyer relations that 
had been well regulated in global markets. However, in the case of the domestic coupling, 
guanxi continue its significance after starting trans-regional business. Monitoring-created 
trust is partly resulted from trans-regional Teochews’ social embeddedness in the Chaoshan 
region. With the integration of guanxi and monitoring-created trust, local firms conduct 
flexible financial policies for Teochew distributors.  
In addition, Tong and Yong (1998) point out that building guanxi is an evolutionary 
process, and the same region of origin provides the base to establish guanxi. In the case of 
Chaoshan, the same guanxi base develops various facilitating mechanisms for Chaoshan 
region’s external coupling in light of the different organizations of production and marketing. 
The more local firms attempt to control non-local business partners, the more effectively 
transnational/trans-regional communities work. Due to a relatively passive position of local 
firms in global buyer-driven value chains, overseas Teochews become less important for 
Chaoshan’s external coupling. In the case of trans-regional coupling within China, guanxi 
based on Teochew communities is more important for exclusive distributors/non-local 
branches than wholesalers, because local firms manage the former more on their initiatives 
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and this kind of coupling requires stronger trust, especially in a country without well-
regulated business institutions.  
 Moreover, the participation of Teochew distributors in Chaoshan firms’ trans-
regional coupling has resulted from a mutually reinforcing mechanism. Even though some 
complained their Teochew cooperators for the delay of payment, all local entrepreneurs I 
interviewed admitted that it was difficult not to have Teochew distributors in their domestic 
marketing. As a local entrepreneur said, 
Non-Teochews obey the rules better. You want them to pay on time, or pay by cash, and they 
will do it. But Teochews… You know that, right? (Laugh)… I try my best to avoid Teochews... 
But I need to sell my stuff (Interview in Chenghai, 01 October 2010). 
 
This quotation echoes Kali’s (1999) argument that larger networks create more reciprocity 
among the participants and then make it costly to quit networks. The existing groups of 
Teochew distributors in the toy and the ceramic industries reinforce local firms to use 
distributors within this community. The cost of searching suitable partners within Teochew 
communities is relatively low for both producers and distributors, since the social relations on 
the basis of trans-regional communities reduce information asymmetry. Meanwhile, the 
flexible transactions between Chaoshan firms and Teochew distributors, which was 
complained by some producers though, strengthen the competiveness of Teochew distributors 
and promote more Teochews to participate in the industries. This will be further discussed in 
the next section. 
In summary, to organize domestic business networks, Chaoshan firms cooperate with 
various distributors, such as trading agents, wholesalers, exclusive distributors and non-local 
branches. Teochew communities facilitate this trans-regional coupling process. The 
communities serve as an important channel for local firms to obtain market information and 
help local firms to set up their distributors/branches in new markets. Flexible transactions 
between local firms and Teochew distributors enhance the competitiveness of Chaoshan 
products in domestic sales. As for exclusive distributors/non-branches that are significant for 
local firms’ marketing strategies, trans-regional communities strengthen information 
exchange and mutual trust between two parties. The existing engagement of Teochews in 
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Chaoshan products’ domestic marketing networks reinforces increasing Teochews to serve as 
distributors of Chaoshan firms. This also leads to clustering of Teochews in distant 
specialized markets and connects these markets with the Chaoshan region through economic 
and social relations. The Chaoshan region and its connected specialized markets in distance 
provide appropriate cases to explore the effect of Teochew communities on trans-regional 
coupling from a regional dimension. 
7.3 Teochew trans-regional communities and relational clusters in distant 
specialized markets  
 By now my empirical research has shown that Teochew trans-regional communities 
help establish extra-local linkages for firms in Chaoshan. Realizing the overemphasis on local 
factors in the new regionalism literature, researchers point out that extra-local linkages 
contribute to regional development (Bathelt et al., 2004; MacKinnon et al., 2002; Markusen, 
1996). Extra-local linkages connect a region and actors in distance. However, those actors in 
distance are also situated in another locality, and what happens in this distant locality may 
shape regional development in the place of origin through extra-local linkages. For example, 
the development of high-tech industries in Hsinchu of Taiwan is driven by transnational 
connections with Taiwanese who cluster in the computer industry and related service 
industries in Silicon Valley, because it is one of the most successful high-tech industrial 
clusters in the world (Saxenian and Hsu, 2001; Zhou, 2000). Thus, apart from a micro-level 
analysis of individual firms within trans-regional communities, we must discuss extra-local 
linkages for regional development from a meso-level dimension, by paying attention to the 
regions that these extra-regional business partners are situated in. 
 Due to extra-local linkages, geographical closeness is not the only way to create 
proximity of related actors and form an agglomeration economy. Relational proximity also 
brings actors in different regions together (Boschma, 2005; Faulconbridge, 2006; Zeller, 
2004). Besides inter-actor closeness, relational proximity can occur at the regional level, such 
as the case of Hsinchu and Silicon Valley mentioned above. Therefore, to understand regional 
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development, it is not enough to unpack how trans-regional communities connect a region to 
individual actors in external world. Rather, a regional economy may be shaped by the 
happenings in distant but relational clusters on the basis of trans-regional communities. 
 In the case of Chaoshan, the development of specialized markets in China promotes 
the domestic sales of local firms. As for markets with annual turnover over 100 million yuan 
in China, specialized markets contributed to 70.77% of the national total in 2006 (Lu and 
Wang, 2008: 75). Domestic distributors of Chaoshan firms are usually located in specialized 
markets. Chen and Chu (2008: 143) have pointed out that distributors clustering in toy 
specialized markets in Yiwu and Guangzhou are the most important domestic sales channels 
for toy firms in Chenghai. The interviews with ceramic firms also demonstrate that 
specialized markets in Guangzhou, Foshan, Shanghai, and so on are of significance for their 
domestic marketing. These specialized markets do not only serve as sales outlets for 
Chaoshan firms. Local firms in Chaoshan share common relational space with Teochew 
distributors within these distant markets through social interactions on the basis of Teochew 
trans-regional communities. In short, the Chaoshan region benefits from relational proximity 
with specialized markets where Teochew distributors cluster so that the external coupling 
process is enhanced. This section uses Foshan in Guangdong Province and Yiwu in Zhejiang 
Province (Figure 7-1) as cases to demonstrate how Teochew communities work in specialized 
markets and how Teochew trans-regional networks connect the Chaoshan region with distant 
specialized markets, which finally facilitate Chaoshan firms’ trans-regional coupling.   
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Figure 7-1 Locations of Yiwu, Foshan and Chaoshan region 
       
 
 
Source: Compiled by the author. 
 
7.3.1 Teochew communities within specialized markets 
Foshan is a cluster of specialized markets of ceramic products, whereas Yiwu is 
famous for small commodity specialized markets where toys are one important category. 
Foshan is the largest ceramic tile production base in China, and has led to the emergence of 
specialized markets of ceramic tiles (Shen and Wei, 2011). Since ceramic tile buyers often 
purchase sanitary wares at the same time, some Foshan firms also engage in the production of 
ceramic sanitary wares (Chang and Fu, 2008). Meanwhile, Foshan attract a large number of 
distributors of Chaoshan ceramic sanitary wares, most of who are Teochews. A ceramic 
distributor in Foshan for a decade estimated that at least 70% of ceramic sanitary wares in 
Foshan were made in Chaozhou and distributed by Teochews (Interview in Foshan, 31 
August 2010 a).  
The World Bank Report 2005 noted Yiwu Small Commodity Market as the world’s 
largest small commodity wholesale market (Lu and Wang, 2010: Pxviii). Yiwu Toy Industrial 
Association illustrates that toys were one key category of small commodities in Yiwu, with an 
annual turnover over 4 billion yuan. Over 60% of toys sold in Yiwu markets came from 
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Chenghai (Jinhua Daily, 11 March 2008). A vice secretary of Chenghai Commercial 
Association (Yiwu) pointed out that in Yiwu most distributors of Chenghai toys were 
Teochews (Interviewed in Yiwu, 07 October 2010).  
Teochew distributors cluster in specialized markets and develop a pattern of 
“product-exchange” among them. Except for highly branded products, it is likely to find 
similar types of products made in Chaoshan. The product homogeneity provides possibility to 
repackage a product to substitute another. In specialized markets where Teochew distributors 
are clustered, when a distributor has to deliver the products immediately but lacks enough 
storage, or a distributor has to show the buyer certain samples that are just out of stock, he/she 
usually can find substitute products from other Teochew distributors nearby. The person with 
suitable substitutes will change the brand and sell them to this Teochew distributor at the 
price that they purchase from Chaozhou producers. As a Teochew distributor said, 
It’s (product-exchange) quite normal. It’s kind of mutual help… I will do this to a non-Teochew 
if I know him/her well. But of course if he/she is a Teochew, no matter I know him/her or not, I 
will follow this rule. Because he/she is Teochew. I know he/she knows the rule (Interview in 
Foshan, 29 August 2010).  
 
That is, this pattern of “product-exchange” is considered as unwritten rules among Teochew 
distributors. Teochew distributors in specialized markets in Yiwu and Foshan that I 
interviewed all admitted that they had experienced such “product-exchange” with other 
Teochew distributors. Although they may not intend to exclude non-Teochews from this 
pattern as the above interviewee claimed, none of my interviewees had done this with non-
Teochews. With the help of this “product-exchange”, Teochew distributors in distant 
specialized markets benefit from rapid product complement at as low costs as they are located 
in the Chaoshan region. Within specialized markets there emerge some Teochews specialized 
in intermediating “product-exchange”. They search substitute products, arrange the 
repackage, delivery to distributors in need, and then charge a small amount of service fee. 
In addition, Teochew communities encourage cooperation across different industries 
within the agglomeration of Teochews in specialized markets. Take for example Chenghai 
people in Yiwu. Table 7-6 shows various occupations of members of Chenghai Commercial 
	  	  173	  
Association (Yiwu). Since Chenghai is a toy production base in China, 55.7% of 135 
members were doing toy business in Yiwu. Some members worked in related service 
industries such as trading agents and logistics.  
Table 7-6 Occupations of members in Chenghai Commercial Association (Yiwu) 
Occupation Number Ratio 
Toy 73 55.7% 
Apparel 22 16.8% 
Trading 7 5.3% 
Hardware 6 4.6% 
Accessory 5 3.8% 
Luggage and Bag 4 3.1% 
Logistics 2 1.5% 
Printing 2 1.5% 
Dinning 2 1.5% 
Design 2 1.5% 
Ceramics 2 1.5% 
Other 4 3.1% 
Total 131 100% 
Source: Commemorative souvenir journal of Chenghai Commercial Association (Yiwu) inaugural 
conference, 2010; compiled by the author. 
 
My fieldwork uncovers collaborative networks of Teochews in different industries in 
Yiwu. Mr. Lin’s story provides a representative case. Mr. Lin operated a trading company in 
Yiwu. He considered Teochew distributors as first options when he secured a customer, 
because he was familiar with these Teochews who shared dense social networks with him. 
The “fluent and natural conversation” in Teochew dialect with these distributors made him 
less worried about the cooperation. He said, “I know what they (Teochew distributors) 
exactly say and they can’t cheat me, but if they (non-Teochew distributors) speak in other 
dialects I concern about what they are talking and doubt whether I am cheated.” After 
purchasing commodities from distributors, Mr. Lin cooperated with a Teochew for the 
storage, whom he trusted because of “laojiaoqing (the long-term friendship)”. Then another 
Teochew, who was his brother-in-law and worked in a logistics company, managed the 
delivery, since Mr. Lin believed that this person “puts his heart and soul into taking care of 
my commodities.” During the interview Mr. Lin emphasized, “we (Teochews) are a unit, to 
compete with the others” (Interview in Yiwu, 04 October 2010).  
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A Teochew manager of a logistics company, who came to Yiwu in 2004, told me that 
he obtained his first customers by visiting Teochew distributors frequently. He described 
different ways of doing business with Teochews and non-Teochews, 
If customers are non-Teochews, we have to clarify every item of the contracts very explicitly. 
But if they are Teochews, we can communicate more easily. We understand and trust each other. 
If some incidents happen, we can cooperate to deal with the incidents first, rather than clarifying 
who have the responsibility first (as we do when doing business with non-Teochews) (Interview 
in Yiwu, 09 April 2010). 
 
Mr. Lin’s story and this manager’s description demonstrate that smooth communication and 
mutual trust among Teochews in Yiwu facilitate inter-industry cooperation, and even lead to 
collective action to cope with incidents. This reflects Zhou’s (2000) discussion on Chinese 
service industries targeting at Chinese firms in the US, but furthers this argument in light of 
sub-ethnicity within a country rather than at a global scale.  
In addition to inter-industry cooperation, dense social networks and frequent 
interactions within Teochew communities also create “buzz” in specialized markets. For 
example, my survey of Teochew distributors in Yiwu reveals that the most important reason 
to open a store was suggestions from local friends who operate a similar store here (Table 7-
7). This implies the influence of daily communication between Yiwu Teochews on their 
business.  
Table 7-7 Reasons to open a store in Yiwu 
Reasons Importance 
a. suggestions from local friends who operate a similar store 2.23 
b. to sell the products of the family factory in Chaoshan 1.8 
c. familiar with the producers in Chaoshan 1.66 
d. familiar with the local market 1.43 
e. to sell the products of friends’ or relatives’ factory in Chaoshan 1.31 
f. working experience in similar workplace in this region 1.29 
1: not relevant; 2: a bit important; 3: important 
Sample: 35 toy stores in Yiwu Small Commodity Market 
Source: Author’s survey in Yiwu, 2010. 
 
In Foshan, I have also observed frequent interactions among Teochew distributors. 
When I was interviewing a distributor in his store in the evening, several Teochew 
distributors dropped by to have a chat. When a distributor took me to visit another distributor 
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and we walked through a specialized market, he said hello to many Teochew distributors and 
sometimes stopped for a small talk. As an interviewee said,  
Most of my friends in Foshan are Teochews. That’s inevitable... We are in the same market. We 
speak the same language. We have to stay in our stores all day long, seven days a week! So we 
only can walk around and talk to each other. Otherwise the life is too boring! (Interview in 
Foshan, 31 August 2010 a) 
 
That is, the co-location of Teochew distributors enhances their interactions and reinforces 
communication within the community that leads to the generation of local buzz. Although 
interviewees claimed that they disliked discussing their own business, the buzz was 
comprised of abundant information in other aspects related to their business such as market 
trends, experiences of some distributors and Chaoshan producers, and so on (Interviews in 
Foshan, 29 August 2010; 31 August 2010 a; 01 September 2010; 02 September 2010; in 
Yiwu, 04 October 2010; 05 October 2010; etc.). For example, I observed that some Teochews 
talked about a Teochew distributor who just closed his business in Foshan, and analyzed the 
reasons of his failure. Later a distributor considered to rent the warehouse of this person and 
asked for others’ reference. Interestingly, besides the buzz among distributors, their assistants 
also create their own buzz. They share information about which distributor is nicer to 
assistants, which distributor wants to hire assistants, and so on. This buzz does not only 
spread within the Teochew community in specialized markets, but is also transmitted to the 
Chaoshan region through trans-regional social linkages on the basis of Teochew communities.  
7.3.2 Connecting Chaoshan and its relational clusters in specialized markets 
Bathelt et al. (2004) elaborate a buzz-and-pipeline model of cluster competitiveness. 
They argue that besides local buzz, pipelines connecting local clusters to the rest of the world 
are beneficial for the cluster firms. Teochew trans-regional communities also provide 
pipelines to transfer information from specialized markets in distance to the Chaoshan region. 
As mentioned in Section 7.2.3, Teochew distributors are socially embedded in the Chaoshan 
region. Usually their families, parents, relatives, and friends are still living in Chaoshan, and 
so they visit Chaoshan frequently. These visits offer opportunities for Teochew distributors to 
communicate with local producers and other related business people in Chaoshan face-to-
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face. Their social connections in Chaoshan help spread buzz from specialized markets to 
Chaoshan. Thus, although located in distance, local firms in Chaoshan share the buzz with 
Teochews in specialized markets. A Teochew ceramic distributor described his experience of 
opening a store in Foshan, which presents this trans-regional buzz clearly.  
I have some friends doing business in Foshan. Before I did this business, we had maintained 
mutual visits. So I knew the situations of Foshan. This store used to belong to my friend. When 
he wanted to buy this store, he happened to be very busy… So he asked me to help him bargain 
and buy this store. Well, in fact we knew the seller, who is also a Teochew. I was aware of all 
information and I could help… My factory attempted to expand market and so I was looking for 
a store in Foshan. My friend just wanted to do other businesses. So he sold me this store 
(Interview in Foshan, 01 September 2010).  
 
Accordingly, through trans-regional Teochew ties, this interviewee was familiar with 
specialized markets and easily opened a store in Foshan for his ceramic factory in Chaoshan.  
The way of developing pipelines through trans-regional communities is different 
from what Bathelt et al. (2004) and others (Bathelt and Schuldt, 2008, 2010; Trippl et al., 
2009) argue. This literature pays attention to joint action frames and projects which are 
organizational, such as international trade fairs, R&D partnerships, and so on. In fact, the 
buzz-and-pipeline model can occur in an informal way, just as casual visits the interviewee 
mentioned above. In other words, trans-regional communities transfer non-local buzz to a 
region. Furthermore, trans-regional communities create new buzz of Teochews in a distant 
locality, and finally help two regions share common buzz, which promotes Chaoshan firms to 
develop their domestic marketing in specialized markets.  
In addition to “trans-regional buzz”, Chaoshan firms take the market advantages of 
specialized markets with the help of trans-regional communities. Teochews in Chaoshan and 
specialized markets cooperate to rapidly satisfy their buyers’ demand. Mr. Li’s story shows 
how Teochews utilize their trans-regional social networks to enhance the competitiveness of 
Chaoshan products. Mr. Li was a trading agent in Yiwu. When he received orders of 
Chenghai toys, he directly passed the orders to his friends in Chenghai, who may be toy 
manufacturers or local traders. His friends arranged the production and delivered the products 
directly to the buyers under the name of Mr. Li. In this way, Mr. Li was able to offer low 
prices and speedy response to his buyers, and hence his competitiveness was strengthened. 
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Similarly, as for buyers who directly go to Chaoshan for locally made commodities, they may 
also attempt to purchase certain complementary commodities, such as cabinets for sanitary 
ware purchase, or a small number of plush toys for electronic toys purchase. Teochews in 
related specialized markets, like Mr. Li, take charge of this part of orders and serve as non-
local branches of local firms in name. Certainly the trans-regional buzz is vital for local firms 
to exchange information in time and choose the trustworthy cooperators in distance. 
Last but not least, Teochew trans-regional communities accelerate the growth of local 
firms in terms of domestic sales. As for 24 local toy and ceramic firms with domestic sales I 
interviewed, seven entrepreneurs used to be corresponding distributors in specialized markets 
before they established manufacturing firms in Chaoshan. Five out of 18 Teochew 
distributors in specialized markets I interviewed set up corresponding factories in Chaoshan 
after they became distributors (normally operated by their family members). This reflects a 
deep-seated and culturally embedded desire for self-ownership and autonomy in decision-
making of Chinese entrepreneurships (Redding, 1990; Yeung and Olds, 2000). Previous 
working experience in specialized markets helps these Teochews establish new firms in 
Chaoshan and access to domestic markets.  
Existing social ties with specialized markets initiate local people in Chaoshan to set 
up manufacturing firms in corresponding industries. Section 5.3.1 has demonstrated the 
booming of local private firms to form industrial clusters. However, local assets fail to 
explain the development of regional industrial clusters fully. The above empirical findings 
indicate that trans-regional Teochew ties cultivate the growth of local firms as well. 
Bresnahan et al. (2001) argue that the success of entrepreneurs largely depend on firms’ 
ability to access major markets outside the cluster in their early stage, and so the openness of 
cluster relations and active search for large external markets is crucial in understanding the 
rise of successful clusters. As for the Chaoshan region, this openness is realized through 
Teochew trans-regional communities. Section 6.2.1 reveals that overseas Teochews catalyzed 
the birth of local private firms in the late 1980s and early 1990s by bringing them into 
international markets, while the connections with domestic specialized markets on the basis 
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of Teochew trans-regional communities have promoted the establishment of local firms to 
date, and reinforced the growth of regional industrial clusters.   
In short, Teochew trans-regional communities strengthen the competitiveness of 
Teochew distributors in specialized markets, bridge Chaoshan with these distant specialized 
markets, and finally enhance Chaoshan’s trans-regional coupling within China. Within the 
agglomeration of Teochews in specialized markets, Teochews develop an exclusive pattern of 
“product-exchange” to rapidly response to the market through collective action. They 
establish local cross-industrial networks and share local buzz to sustain cooperation. These 
behaviors facilitate Teochews’ businesses that are related to commodities made in Chaoshan. 
Furthermore, through Teochew trans-regional communities, firms in Chaoshan benefit from 
extra-local buzz in distant specialized markets. Trans-regional linkages endow new firms in 
Chaoshan with the ability to enter markets, and accelerate the connections of local firms in 
Chaoshan to specialized markets so as to promote their domestic sales. 
7.4 Concluding remarks: trans-regional communities, relational clusters, and 
external coupling 
 Chaoshan firms realize their coupling within the domestic market mainly through 
wholesalers, exclusive distributors and non-local branches. Their expanding of domestic 
marketing networks coincides with increasing business and social connections with 
specialized markets. Teochew trans-regional communities facilitate local firms to enter new 
markets, create flexible transactions between local firms and non-local Teochew distributors, 
and sustain smooth communication and mutual trust between local firms and Teochew 
exclusive distributors/non-local branches. Furthermore, through clustering in specialized 
markets, Teochews cooperate within and across industries to enhance their competitiveness. 
The integration of business networks and social networks strongly connects specialized 
markets of Chaoshan-made products to the Chaoshan region. With the help of Teochew 
networks, local firms benefit from trans-regional buzz and market advantages of distant 
specialized markets. Teochew trans-regional communities even help cultivate the growth of 
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new firms in Chaoshan by empowering them with the ability to couple within the domestic 
market. 
 Taken together, Chapters 6 and 7 have shown how transnational and trans-regional 
Teochew communities impact on the external coupling of the Chaoshan region. In the case of 
coupling with international markets, overseas Teochews primarily reduced information 
asymmetry between Chaoshan firms and international markets. Because of the well-regulated 
system of international trade, and the passive positions of local producers in global production 
networks, overseas Teochews became less significant for local firms to date. Industrial-based 
channels to international markets have replaced the importance of overseas Teochews in 
regard to local firms’ transnational coupling.  
As for coupling within the domestic market, trans-regional Teochews are socially 
embedded in the Chaoshan region deeper than overseas Teochews. Due to geographical 
proximity and institutional/cultural closeness within a country, local firms play a more active 
role in managing their domestic networks of marketing. Teochew communities reduce 
information asymmetry between local and non-local actors in the domestic market as they did 
in transnational coupling process. Moreover, Teochew trans-regional communities sustain 
flexible transactions and frequent communication between local firms and domestic Teochew 
distributors on the basis of mutual trust rooted from social embeddedness in Chaoshan as well 
as the conventions and willingness to do so. However, trans-regional communities do not 
affect all types of producer-distributor relations in the same way. As for exclusive 
distributors/non-branches who are crucial for local firms’ marketing strategies, local firms 
maintain more flexible transactions, more frequent communication, and stronger trust through 
social relations on the basis of trans-regional communities, comparing with wholesalers that 
do not have close business relations with local firms.  
In short, empirical findings in chapter demonstrate three mechanisms of trans-
regional communities to facilitate regional firms’ external coupling identified in Chapter 3: 
(1) reducing information asymmetry; (2) enhancing trans-regional communication; and (3) 
developing social trust. The organization of production and marketing shapes the way in 
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which these mechanisms work for external coupling. This leads to whether 
transnational/trans-regional communities remain important for local firms’ coupling.  
 During the process of external coupling, trans-regional communities create relational 
proximity between Chaoshan and distant specialized markets. Although some cluster research 
has considered extra-local linkages as an important factor to explain regional development 
(Bathelt et al., 2004; MacKinnon et al., 2002; Markusen, 1996; etc.), how these linkages are 
built and take effect have not yet been fully unpacked. The case of Chaoshan shows how 
trans-regional communities contribute to this process. As Bathelt et al. (2004) pointed out, 
buzz is not definitely local. In specialized markets, Teochews clustering there create and 
share buzz within local communities. More importantly, Teochew trans-regional communities 
transmit this buzz to the Chaoshan region, and so connect Chaoshan with distant markets. 
Hence, local firms in Chaoshan benefit from non-local relational clusters (distant specialized 
markets in this case) to couple with the domestic markets better. 
 As discussed in section 7.3.2, the literature of the buzz-and-pipeline model 
emphasizes organizational pipelines, whereas the case of Chaoshan illustrates informal 
pipelines rooted from trans-regional communities. The new regionalism has revealed formal 
and informal socio-institutions are both vital for regional development. Given that there are 
Teochew associations abroad and within China, transnational/trans-regional Teochew 
communities also have their formal institutional arrangements. Thus, the next penultimate 
chapter will provide an institutional perspective to further discuss the external coupling in 
light of the interactions between Teochew associations and state institutions. According to my 
triangle framework of a region’s external coupling, since we have examine external coupling 
primarily from the interactions between communities and organization of production and 
marketing, next chapter will take state institutions into account in order to answer: do 
institutionalized organizations of communities interact with state institutions and affect a 
region’s external coupling? 
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 Chapter 8 External coupling sustained by institutions: 
Teochew associations and Chaoshan governments 
8.1 Introduction 
Economic activities are situated in specific institutional contexts. Apart from firms, 
non-firm actors such as governments and civil society organizations also shape the economy 
(Dicken, 2007). The new regionalism literature has argued that regional institutional 
arrangements, such as industrial and business associations, chambers of commerce, labor 
unions, and so on, provide business service, training and education, build inter- and extra-firm 
trust, and facilitate collective action (Amin and Thrift, 1994; Cooke and Morgan, 1998; 
Martin, 2000). Reflecting on the overemphasis of the regional level in this literature, some 
scholars take into account non-regional institutional arrangements for interpreting regional 
development (Bunnell and Coe, 2001; Gibbs et al., 2001; Hughes, 2005; Wood and Valler, 
2004). The GPN researchers also note the importance of non-regional institutional 
arrangements, particularly state institutions, in a region’s global-local coupling process, and 
mention that transnational community organizations smooth transnational information 
exchange and business cooperation (Saxenian and Hsu, 2001; Yang et al., 2009; Yeung, 
2009b). Therefore, following the discussion of informal ties on the basis of Teochew 
communities in Chapters 6 and 7, this chapter turns to focus on corresponding institutional 
arrangements of Teochew communities, that is, Teochew associations,31 and explores their 
impact on Chaoshan’s external coupling.  
Teochew associations offer platforms for individual actors to organize collective 
action and sustain the external coupling process of the Chaoshan region. On the one hand, 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
31 Given the economic focus of my research, this thesis only discusses Teochew community organizations that are 
related to economic activities, such as chambers of commerce. Admittedly some Teochew associations are not 
established in the name of business associations, but they may also be engaged in promoting business when the 
majority of members are business people. So in this thesis Teochew associations include business associations 
based on Teochew communities and other Teochew community organizations in which business people compose 
the majority of members.  
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Teochew associations strengthen the collaborative networks of Teochew business people in 
host regions and Chaoshan, and hence support transnational/trans-regional business of 
Teochews. Chaoshan firms also benefit from these non-local institutions in their extra-
regional business. On the other hand, as collective representatives, Teochew associations are 
endowed with more opportunities and capacities to cooperate with state institutions than 
individual firms, and so contribute to supportive institutional environments for Chaoshan 
firms’ transnational/trans-regional economic activities. Admittedly, these facilitating 
functions of Teochew associations are highly time-space contingent, particularly in the 
context of China where state institutions exercise extensive hierarchical control over social 
organizations including these business associations, and play a vital role in shaping firms’ 
behavior. The empirical findings of Teochew associations within China and overseas 
Teochew associations demonstrate that transnational/trans-regional community organizations 
contribute to a region’s external coupling, conditioned by specific institutional contexts. 
There are four sections in this chapter. Section 8.2 examines Teochew associations 
within China and their effect on the trans-regional coupling of Chaoshan firms. After a brief 
introduction of Teochew associations within China, this section argues for two facilitating 
mechanisms of trans-regional community organizations for external coupling: constructing 
supportive trans-regional business environments and enhancing trans-regional organizational 
collaboration of firms and non-firm actors. Section 8.3 shows that parallel to the declining 
significance of overseas Teochews discussed in Chapter 6, overseas Teochew associations do 
not contribute to Chaoshan’s transnational coupling in the contemporary era. The failure of 
utilizing overseas Teochew associations for external coupling results from the mismatching 
initiatives of Teochew associations, Chaoshan governments and local firms. In Section 8.4, I 
conclude by arguing for a transnational/trans-regional associations economy for a region’s 
external coupling.  
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8.2 Teochew associations in China: building a trans-regional associational 
economy 
 Cooke and Morgan (1998) have developed a concept of “associational economy” to 
explain regional development, referring to an economy with associational capacity to 
collaborate local firms and other non-firm actors together. The key factor of such an economy 
rests on the capability to create and sustain a robust architecture for generating and using 
knowledge from a wide variety of sources, including economic and non-economic ones. 
However, extra-regional institutions may also shape regional economy through their linkages 
with local firms and other social actors (e.g. the discussion of linkages between local firms 
and non-local research institutes in Zeller, 2004). The associational capacity as discussed by 
Cooke and Morgan should not exclude non-local organizations. Transnational/trans-regional 
communities, therefore, are likely to contribute to the performance of local firms not only 
through sustaining inter-regional firm linkages, but also by cultivating an associational 
economy transcending the boundaries of a region through community organizations.    
In contrast with informal ties, transnational/trans-regional community organizations 
facilitate external coupling mainly through their interactions with non-firm actors, especially 
state institutions that play a dominant role in economy in the context of China. The GPN 
literature considers state institutions as important actors for coupling and focuses on state 
institutions’ efforts in shaping regional assets to meet the demand of global firms. In fact, in 
addition to regional assets, their interactions with transnational/trans-regional community 
organizations can help a region gain non-local assets to support the external coupling. This 
section illustrates the effect of Teochew associations in China, known as “domestic Teochew 
associations” hereafter, on Chaoshan region’s trans-regional coupling within the domestic 
market. Domestic Teochew associations provide opportunities for Chaoshan firms to seek for 
political supports from non-local state institutions, and promote the collaboration of firms and 
state institutions within and outside the Chaoshan region. In doing so, domestic Teochew 
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associations foster a trans-regional associational economy for Chaoshan and help Chaoshan 
firms to exploit recourses at a larger scale than within a region.   
8.2.1 Institutionalizing Teochew communities within China 
The (re)emergence of domestic Teochew associations directly results from the 
changing institutional environments of PRC. During the reforms starting in 1978, Chinese 
state moved to relax direct Party controls over society, and allowed the establishment of non-
governmental organizations. As Lu (2008: 90) has pointed out, social actors quickly “exploit 
the greater social space and the non-state-controlled resources now available to them to 
pursue their independent interests and agendas” by establishing various social organizations. 
However, these organizations depend on state institutions for legitimacy and vital support and 
resources. According to related regulations, they have to register under certain state 
institutions. Due to the lack of both the transparency of governments and the independent 
status of social organizations in China, these organizations have to rely on good connections 
to governments in order to obtain supportive policies, implement projects, and even protect 
them from obstructive and predatory behavior by individual government agencies or officials 
which can jeopardize their work. Domestic Teochews set up their community organizations 
under this context.  
From the late 1980s domestic Teochew associations emerged in several cities such as 
Beijing and Shanghai. They were initiated primarily by retired government officials, in the 
name of strengthening relations with overseas Teochews. In general these associations were 
registered under regional Federations of Returned Overseas Chinese (FROC).32 From the late 
1990s, an increasing number of Teochew business people participated in these associations or 
established new Teochew associations. Teochew chambers of commerce were set up and 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
32 The All-China Federation of Returned Overseas Chinese (ACFROC) is a non-governmental organization of 
returned overseas Chinese and their families in China. It represents and protects the interests and rights of returned 
Chinese, their families and overseas Chinese in China and concerns the lawful rights and interests of overseas 
Chinese. It is a constituent organization of the National Committee of the Chinese People’s Political Consultative 
Conference and the holder of a number of seats in the National People’s Congress. Regional Federations of 
Returned Overseas Chinese (FROC) have been established in all provinces and prefectures and most counties of 
China. The leadership between ACFROC and regional FROCs is described as a role of guidance, but the statute of 
ACFROC is valid for all regional FROCs.   
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registered in regional Federations of Industry and Commerce (FIC).33 As Figure 8-1 reveals, 
the number of domestic Teochew associations grow rapidly in the new millennium. Figure 1-
3 demonstrates cities where domestic Teochew associations are located. At the city level, 
there are smaller formal and semi-formal associations based on common counties or schools 
in the Chaoshan region. In addition, a biyearly national conference of domestic Teochew 
associations, Chaoshan Business Convention (CBC), started from 2005 and set up its 
secretariat in Shantou, consisting of provincial associations or delegations and FICs of 
Shantou, Chaozhou and Jieyang. 
 
Figure 8-1 Growth of domestic Teochew associations in three historical periods 
 
Unit: 1 
Note: Since not all domestic Teochew associations are listed in the website of Teochew associations 
(like Yiwu Chenghai Chamber of Commerce I have interviewed), the exact number of Teochew 
associations in mainland China should be larger than this figure shows.  




The role of domestic Teochew associations in facilitating Chaoshan’s trans-regional 
coupling can be partly attributed to the peculiar institutional environment of China in which 
they are situated. Foster (2008) illustrates the organizational structure of Chinese government 
agencies including administrative units, service units, social organizations, and some state-	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
33 The All-China Federation of Industry and Commerce (ACFIC) is a non-governmental chamber of commerce in 
PRC. It is a constituent organization of the National Committee of the Chinese People’s Political Consultative 
Conference and the holder of a number of seats in the National People’s Congress. The organization assists the 
governments in managing China’s private economy and acts as a bridge between the private sector and the 
governments. Regional Federations of Industry and Commerce (FIC) have been established in all provinces and 
prefectures and most counties of China. The leadership between ACFIC and the regional FIC is described as a role 
of guidance, but the statute of ACFIC is valid for all regional FICs. The members of FICs consist of Chinese 
industrialists and business people, as well as collective members such as business associations. 
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owned or state-invested enterprises. Teochew associations are generally in the charge of FICs 
and FROCs, which are social organizations within the Chinese government structure (Figure 
8-2).   
Figure 8-2 Teochew associations within the Chinese government structure 
                   
Source: Based on Foster (2008) Figure 1 and compiled by the author. 
  
In China all so-called “non-governmental organizations” must be officially registered 
and only one organization is recognized as the representative for each sector at each 
administrative level (Unger and Chan, 2008). Hence, as business associations or organizations 
for promoting relations with overseas Teochews, Teochew associations have to register as 
members of FICs or FORCs, which are considered as mass organizations. In fact, FICs and 
FORCs are staffed by Party-state cadres, and implementing official policies in their fields 
(Watson, 2008). So domestic Teochew associations are engaged in the government structure. 
The establishment of a Teochew association usually requires allowance from the 
FICs or FORCs in the host region and the Chaoshan region. For example, if Teochew 
business people tend to set up a chamber of commerce in Yiwu, they have to apply to FICs in 
Yiwu, Shantou, Chaozhou and Jieyang. Then Yiwu FIC supervises the daily work of this 
association, rather than those in Chaoshan. Hence, as shown in Figure 8-2, Teochew 
associations maintain organizational relations with state institutions that private firms lack. 
Because of this affiliated relationship with state institutions, all five Teochew 
associations I interviewed pointed out two main functions of their organizations: serving 
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Teochews in the regions where they are located, and the governments of host regions and the 
hometown. On the one hand, Teochew associations intend to build up platforms for Teochew 
business people to communicate, exchange information, and further business cooperation. For 
example, when I interviewed a leader of Chenghai Commercial Association (Yiwu), he 
showed me a document of members’ information including their occupations and said, 
Many (Teochew associations) have documents like this… If you want to look for business 
partners, or inquire about certain industrial information, we (Teochew association) can find a 
suitable person to help you quickly… In other words, our association is an information hub for 
Teochew business people here. Although I don’t mean our association is crucial and without us 
they (Teochew business people) cannot find out the information, at least we make it easier for 
them (Interview in Yiwu, 05 October 2010). 
 
This transcript echoes the facilitating role of Teochew communities for Chaoshan firms to 
enter new markets discussed previously. Chapter 7 has mentioned that Chaoshan firms 
consult Teochew associations of the region where they attempt to develop their marketing 
networks but have no previous connections. Through institutionalization of the social 
networks of Teochew business people, Teochew associations integrate resources of individual 
Teochews to offer more effective help to Teochew business people, including entrepreneurs 
of Chaoshan firms.  
On the other hand, Teochew associations serve as bridges between state institutions 
and firms operated by Teochews. The Teochew associations I interviewed all described their 
collaboration with state institutions, such as informing policies and regulations to their 
members, organizing business visits and conference to enhance particular economic projects 
driven by governments, and so on. Meanwhile, Teochew associations also utilize their 
organizational connections with state institutions to seek for supports from governments on 
the behalf of firms, including those in their host regions and in the Chaoshan region. A 
Teochew association leader pointed out that attending a Teochew association helped him 
establish relations to government departments. 
If I say I’m a CEO, or a general manager, who cares about me? There are too many managers 
now. But if I say I’m the secretary of a Teochew association, then I can enter the door of any 
government department, because I represent an organization, rather a firm… I can talk to the 
officials and ask for some support, because they do not support a private firm, but they support a 
group of firms, an organization (Interview in Yiwu, 08 April 2010). 
 
	  	   188	  
This quotation implies that although the protection of property rights has been clearly claimed 
in the Chinese constitutions, private firms is still situated in a relatively powerless positions 
within the Chinese institutions. Many researchers have noted the dominance of the state in the 
marketplace in China. Without a well-regulated business environment, private entrepreneurs 
have to seek intimate relations with government agencies (primarily personal relations with 
officials) in order to get access to licenses, tax benefits, resources, protection from predators 
and other favors (Chen, 2002; Goodman, 2008; Wank, 1999b; Zhang, 2008). Thus, in 
addition to their cooperation with state institutions, Teochew associations also provide the 
opportunities for private firms operated by Teochews to establish relations with state 
institutions, in order to pursue supportive political environments for their business. Because 
Teochew associations are based on trans-regional communities, their intermediary role does 
not only facilitate the business of their members, but also contribute to Chaoshan firms’ trans-
regional transactions, which will be discussed later. 
Admittedly, the relations between Teochew associations and state institutions are 
“quasi-institutionalized”, that is, based more on informal understandings that have evolved, 
rather than on a legally based lobbying system or legislative hearing system (Fewsmith, 2008: 
181). Thus, for most Teochew associations, the capacity of bargaining with state institutions 
on the behalf of Teochew business people depends on their particular leaders and local 
institutional contexts. According to my fieldwork, associations in Yiwu and Shanghai played 
a more active role in mediating between Teochew firms and state institutions than those in 
Foshan and Beijing, because their leaders had cultivated better personal relations with certain 
government agencies and/or local governments carried out more supportive policies towards 
these non-government sectors. Nevertheless, comparing with informal ties on the basis of 
Teochew communities, the most irreplaceable effect of these associations rests on their 
collective representativeness and the ability to interact with state institutions. In this way, 
domestic Teochew associations contribute to Teochew business within their host regions, as 
well as the external coupling activities of Chaoshan firms, even though these firms do not co-
locate with them. 
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8.2.2 Sustaining a trans-regional supportive institutional environment  
  In China state institutions are crucial in shaping regional economy (Hendrischke, 
2006; Hsing, 1998; Wei et al., 2009; Yang, 2009; Zhou, 2005). Some scholars have pointed 
out that transnational community organizations help foreign investors obtain supports of local 
governments (Depner and Bathelt, 2003; Hsing, 1996; Tan and Yeung, 2000b; Wang and Lee, 
2007). In doing so, community organizations sustain a supportive institutional environment 
for transnational economic activities of their members by cooperating with state institutions. 
However, most existing literature focuses on transnational community organizations and 
foreign investment. As Chapter 7 has shown, the external coupling of the Chaoshan region 
also consists of local firms’ domestic marketing activities. Given the essential role of trans-
regional economic linkages for the Chaoshan economy, it is not sufficient to explain regional 
development only by considering transnational community organizations and foreign 
investment. Section 7.3 has argued that distant specialized markets serve as Chaoshan’s 
relational clusters, and so state institutions of these regions may also affect Chaoshan firms’ 
business. Therefore, in the case of trans-regional coupling, domestic Teochew associations 
are likely to bargain with state institutions in their host regions to promote a supportive 
institutional environment for Chaoshan firms that maintain sustaining business relations with 
these regions.     
As collective representatives, besides facilitating collaborative networks among 
Teochews, Teochew associations are endowed with the capacity of mediating between state 
institutions and Teochew firms. The trans-regional transactions of Chaoshan firms are 
facilitated when their non-local partners are situated in supportive institutional business 
environments. The relocation of underwear fabric zone in Yiwu Small Commodity Market 
provides a good example to show how Teochew associations ameliorate non-local business 
conditions for Chaoshan firms. Chaoshan is a production base of underwear and underwear 
fabrics. A large number of Teochews serve as underwear and underwear fabric distributors in 
Yiwu as the toy industry discussed in Section 7.3. Yiwu Small Commodity Market (Fourth 
District) began operation in 2008, with a specific underwear zone in it. Teochew underwear 
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distributors moved into this zone, but soon they noticed that buyers often came here for 
underwear fabrics, which were located within the fabric and textile zone in another district. 
 Through the buzz within the Teochew community in Yiwu, Teochew underwear 
fabric distributors realized that they should be co-located with underwear distributors rather 
than other fabric and textile ones. However, it was difficult for individual distributors to 
relocate. As a leader of Chaoshan Chamber of Commerce at Yiwu explained, 
As an individual firm, the only way (to relocate) was to withdraw the stall in the fabric zone and 
re-rent a new stall in the underwear zone. If so, he/she had to pay the penalty, and you know the 
rent was increasing rapidly, so he/she had to pay much more to rent a stall in the underwear 
zone. More importantly, it was not easy to get the allowance from the market management 
committee, because the zone was designed to underwear only. I knew some had tried but failed 
(Interview in Yiwu, 08 April 2010).  
   
Suppliers in Chaoshan also worried about this issue, since the separation between the 
underwear zone and the underwear fabric zone hampered their domestic sales. Hence, 
distributors in Yiwu and producers in Chaoshan decided to utilize Chaoshan Chamber of 
Commerce at Yiwu to deal with this problem. The leader described the relocation of 
underwear fabric zone as common interests of Teochews in Yiwu and Chaoshan, and so the 
association must take the responsibility.   
In number there were less than 50 underwear fabric distributors in Yiwu Small Commodity 
Market. It couldn’t ask for attention (from the market management committee). But it (the 
relocation) was not only about these tens of fabric distributors. It was about all of us… and I was 
also involved because my business was related… So it should be a big agenda for a Teochew 
association… The association was the most appropriate agent to ask the government to offer 
help, since the government might not listen to a firm, but it had to pay attention to a formal 
organization (Interview in Yiwu, 08 April 2010). 
 
Therefore, Chaoshan Chamber of Commerce at Yiwu negotiated with the Yiwu 
government for several rounds. Finally, the Yiwu government requested the company of 
Yiwu Small Commodity Market to merge the underwear fabric zone with the underwear zone 
by expanding the previous underwear zone. Underwear fabric distributors could move there 
for free. In this way, both distributors in Yiwu and firms in Chaoshan achieved their common 
goals. Since external coupling refers to an interactive process between local firms and non-
local partners, the problems that non-local partners encounter may result in negative effects 
on local firms’ performance. Therefore, with the help of Teochew associations, Chaoshan 
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firms have benefited from non-local supportive institutions that facilitate their external 
coupling. 
Apart from collective action, Teochew associations help individual Chaoshan firms 
cope with problems of their business outside Chaoshan. In China where the business 
environment is not well-regulated, private firms have to build up informal relations with local 
government agencies to smooth their economic transactions (Qiu, 2005; Wank, 1999b). 
During the external coupling process, trans-regional community associations provide 
additional channels for local firms to deal with extra-regional troubles related to state 
institutions. A leader of Chaozhou FIC told me an interesting story of Hubei Teochew 
Overseas Association. A Chaozhou ceramic entrepreneur engaged with an exclusive 
distributor in Wuhan, the city where Hubei Teochew Overseas Association is located. This 
store was next to another ceramic store operated by a Wuhan local person, whose relative 
worked in the local administration of taxation. The Wuhan owner was unhappy about the 
competitiveness caused by this new neighbor. With the help of his relative he created trouble 
for the Chaozhou store. The distributor was unable to cope with this problem and had to close 
the store due to the pressure from the taxation administration, while the Chaozhou 
entrepreneur had no idea since he was unfamiliar with Wuhan at all. But this Chaozhou 
entrepreneur was a member of Chaozhou FIC. He tried to look for suggestions from this 
organization.  
As mentioned earlier, Chaozhou FIC kept organizational relations with domestic 
Teochew associations. Hence Chaozhou FIC reported this incident to Hubei Teochew 
Overseas Association. Although the distributor of this Chaozhou ceramic firm was neither a 
Teochew nor a member of Hubei Teochew Overseas Association, the association still 
promised to offer help. Association leaders visited that Wuhan store and claimed to appeal to 
the local administration of taxation. Soon the distributor of the Chaozhou firm sorted out all 
problems of taxation and reopened the store. In the interviewee’s words, 
But without any connections with the local government, they (Chaozhou entrepreneur and his 
distributor) were unable to resolve this problem… They even considered closing the store and 
finishing the business… (After the involvement of Hubei Teochew Overseas Association) that 
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Wuhan guy found he offended such an organization (rather than an individual) and knew he 
couldn’t afford it. The distributor had support (of an organization) and so had relations with the 
government. So he (Wuhan owner) dared not make trouble any more (Interview in Chaozhou, 18 
March 2010).  
 
According to this story, Teochew associations help Chaoshan firms and their non-
local partners overcome difficulties related to state institutions and hence smooth their trans-
regional business in an ill-regulated business environment. These Teochew associations 
improve the institutional conditions of trans-regional business for Chaoshan firms. Even if 
Chaoshan firms do not directly participate in Teochew associations, they are still able to take 
advantage from the organizational linkages between Teochew associations and state 
institutions in host regions and in Chaoshan.34  
 In short, non-local business environments, which are primarily determined by state 
institutions in China, affect local firms’ trans-regional business. Domestic Teochew 
associations are able to negotiate with state institutions to sustain a supportive institutional 
environment for the external coupling of Chaoshan firms. This echoes the institutionalists’ 
critique of the overterritorialized perspective in the new regionalism literature. Extra-regional 
institutional environments are important for regional economy, while non-local social 
organizations facilitate local firms’ external coupling. In China, trans-regional community 
organizations take advantage of their organizational connections with state institutions and 
promote the coupling process of local firms, even though they do not co-locate with these 
organizations. In addition, next section will demonstrate the collaboration of local and non-
local firms as well as local and non-local state institutions through community organizations. 
8.2.3 Collaboration among trans-regional community organizations, state institutions 
and local industrial associations 
  In an associaitonal economy, social organizations serve as intermediaries between 
firms and goverments, and catalyze collaboration among firms and a variety of organziational 
actors such as government agencies, research instituites, industrial associations, labor unions, 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
34 Teochew associations offer help to Teochews who are not their members in light of the convention of mutual 
help within Teochew communities (c.f. Sections 6.2.1 and 7.2.2). Certainly the associations provide more service 
to their members such as organizing get-together dinner for information exchange, business visits to new markets 
or industries, and so on.   
	  	  193	  
and so on (Cooke and Morgan, 1998). On the basis of a community transcending regional 
boundaries, trans-regional community organizations are likely to bridge diverse actors located 
in different places for collaboration. In other words, these community organizations help a 
region develop a trans-regional associational economy. Trans-regional collaborative 
networks enhance the external coupling of a region by exploiting non-local assets. Domestic 
Teochew associations maintain connections with state institutions both in host regions and 
Chaoshan. In my fieldwork, all Teochew associations noted the experience of hosting 
government officials from Chaoshan when they visited the corresponding cities. Meanwhile, 
they sent newsletters and journals to Chaoshan FICs regularly. Therefore, Teochew 
associations are probable to cultivate a trans-regional associational economy for Chaoshan, 
through bridging actors in their host regions and Chaoshan for joint events to promote the 
extra-regional economic activities of Chaoshan firms.   
To some degree the Chaozhou government has realized this advantage of domestic 
Teochew associations and pioneered to organize trans-regional projects to enhance 
Chaozhou’s external coupling. Chaozhou ceramics and special local product trade fair 
(Shanghai) (short for Chaozhou-Shanghai Fair hereafter) in 2009 offers a successful case. 
Table 7-5 has demonstrated exhibitions as Chaoshan firm’s important channel to domestic 
buyers. Given the significant contribution of domestic sales to regional economy, the 
Chaozhou government began to pay attention to this approach after the mid 2000s. 
Meanwhile, Guangdong Provincial Government carried out policies of “expanding domestic 
sales to keep economic growth” (kuoneixu, baozengzhang, 扩内需，保增长) after Global 
Financial Crisis, which began from 2007 and dramatically reduced the exports of China. 
Hence, Chaozhou government decided to organize domestic specialized exhibitions for local 
firms to promote their domestic sales.  
Chaozhou-Shanghai Fair was held in July 2009, attended by about 100 Chaozhou 
firms. The total amount of signed contracts reached over 8 billion yuan (Chaozhou Newsletter, 
21 July 2009). A senior official of the Chaozhou government claimed that Chaozhou-
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Shanghai Fair was so successful that the party-secretary of the Guangdong Provincial 
Government highly praised it in a meeting about enhancing domestic sales in 2010 (Interview 
in Chaozhou, 12 July 2010). In my interviews, one firm told me that they received ceramics 
orders during this fair by vendors of the Shanghai Expo 2010 (Interview in Chaozhou, 13 
August 2010). Another noted that this trade fair made him decide to develop the domestic 
market in 2010 (Interview in Chaozhou, 11 August 2010).  
According to reports in newspapers and government documents, the Chaozhou 
government and the Shanghai government co-organized Chaozhou-Shanghai Fair. However, 
beyond the story described in these reports, my fieldwork reveals the behind-the-scene 
organizers: Teochew associations and industrial associations. Figure 8-3 shows the collective 
action and joint organizers of this trade fair. 
 
Figure 8-3 Collective Action and Joint Organizers of the Chaozhou-Shanghai Fair 
     
Source: Author’s fieldwork. 
 
Foster (2008) argues that local business associations in China are relatively 
ineffective due to the control of state bureaucracy. In Chaozhou most industrial associations 
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were under-developed except Chaozhou Ceramic Industry Association.35 When the Chaozhou 
government decided to organize a non-local trade fair, industrial associations were required to 
collate the demand of Chaoshan firms about this fair, particularly location selection. 
Chaozhou Ceramic Industry Association conducted a survey among its members and found 
out Shanghai as the most preferable city. Other industrial associations failed to do so because 
they did not work as effectively as the ceramic one. Finally the Chaozhou government 
adopted the suggestion of Chaozhou Ceramic Industry Association. Since the demand of 
ceramic firms was well recognized by the government through their industrial association, 
they became the most beneficial group of the Chaozhou-Shanghai Fair. I interviewed 11 local 
firms that attended this fair, and interviewees who agreed with the positive effect of this fair 
were all ceramic firms. This implies the importance of local industrial associations for the 
positive outcomes of such trans-regional collaboration for local firms’ external coupling.  
Furthermore, Teochew associations in Shanghai, as an official of the Chaozhou 
government who took part in organizing this fair said, “were crucial for the success of 
Chaozhou-Shanghai Fair” (Interview in Chaozhou, 12 July 2012). Before visiting another 
city, the Chaozhou government usually sent regard to Teochew associations there and 
sometimes Teochew associations hosted them and helped arrange several activities. So the 
Chaozhou government informed Shanghai Chaoshan Association of this fair in advance. 
Some leaders of Shanghai Chaoshan Associations also operated companies in Chaoshan and 
were aware of the demand of Chaoshan firms. Meanwhile, as leaders of a Teochew 
association, they kept relations with government officials in Chaozhou and Shanghai. These 
leaders volunteered to serve as an intermediary between related officials of the Chaozhou 
government and those of the Shanghai government. Hence two governments could exchange 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
35 Foster (2008) points out that business associations in China often are stranded in a no-man’s land between the 
hierarchical structures of bureaucracy and the voluntaristic and cooperative processes that these associations is 
designed to facilitate. Chaozhou Ceramic Industry Association was relatively well organized and could be 
considered as the most effective industrial association in Chaozhou. This mainly resulted from its secretary, who 
had long-term working experience in corresponding industrial associations at provincial and city levels, was 
familiar with this industry and the work of industrial associations, and more importantly, was able to manage a 
sophisticated balance between the independent development of the association and the control of state institutions. 
Most industrial associations in the Chaoshan region, just as Foster (2008) argues, were ineffective and contributed 
little to local firms due to their embarrassed situations in the Chinese state institutional context. 
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information in an informal, but more flexible and rapid way, rather than through a formal 
official channel. Taking advantage of the familiarity of Shanghai, Shanghai Chaoshan 
Association helped select the fair site, invite guests (including potential buyers of Chaoshan 
firms), and arrange reception, meetings and dinner parties, and so on. In fact, the order of 
Shanghai Expo 2010 mentioned earlier was from a guest invited by Shanghai Chaoshan 
Association (Interview in Chaozhou, 12 July 2012).   
Besides this Chaozhou-Shanghai Fair, the trade fair in Beijing mentioned in the 
beginning of this thesis is also attributed to the trans-regional collaboration of Chaozhou 
firms, governments of Chaozhou, Guangdong Province and Beijing, and Teochew 
associations in Beijing. The Beijing government and Guangdong provincial government 
attempted to co-organize trade fairs to enhance domestic sales, and Chaozhou was selected as 
a representative of Guangdong (partly because of the success of Chaozhou-Shanghai Fair). 
Guangdong Corporation of Chamber of Commerce in Beijing served as a co-organizer. As its 
affiliate, Chaozhou Natives Chamber of Commerce Beijing engaged in most organizing work 
of this event.36 In addition to exhibitions, the Chaozhou government also planned to develop a 
special industrial park for firms of Shenzhen Teochews according to the suggestion of 
Shenzhen Chaoshan Chamber of Commerce. But this project was still on going and its 
contribution to the external coupling of Chaoshan was uncovered.  
An associational economy leads to localized collaborative networks sustained by non-
firm organizations and state institutions (Cooke and Morgan, 1998; Morgan, 1997; Scott, 
1998). As for Chaoshan, collaborative networks become trans-regional with the help of 
domestic Teochew associations. Po and Pun (2004) has developed a pattern of “transborder 
governance” to describe the cooperation between the Kunshan government and Taiwan 
investor associations to reshape the institutional business environments for foreign investors 
and local firms (also see Wang and Lee, 2007). The case of Chaoshan indicates another 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
36 Although Chaozhou Natives Chamber of Commerce Beijing is an affiliate of Guangdong Corporation of 
Chamber of Commerce in Beijing, it is independent in finance and organization. In fact, Chaozhou Natives	  
Chamber of Commerce Beijing was established in 2004, four years before the establishment of Guangdong 
Corporation of Chamber of Commerce in Beijing in 2008.  
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pattern of trans-regional institutional collaboration sustained by community organizations. 
Trans-regional community organizations do not only cooperate with the governments of the 
places where they are located, and neither do they benefit investors only. They also bridge 
hometown governments and the state institutions of their host regions together to support the 
trans-regional business of local firms in the hometown. In the case of trade fairs, for example, 
such collective action reduces the cost of marketing by individual firms and so promotes their 
trans-regional coupling. 
In sum, domestic Teochew associations enhance Chaoshan firms’ trans-regional 
coupling in light of their organizational characteristics. They sustain a supportive trans-
regional institutional environment for Chaoshan firms and promote a trans-regional 
associational economy for the Chaoshan region. Yeung (2009b) classifies the facilitating 
mechanisms for three types of coupling according to the experiences of Asia (Table 8-1). 
Accordingly, the Chaoshan region serves as production platforms. In this type of global-local 
coupling described by Yeung, transnational communities contribute to managerial 
competence and intermediaries, while state institutions provide fiscal and financial incentives.  
Table 8-1 Facilitating mechanism for global-local strategic coupling 
Types of strategic coupling Coupling 




business intelligence and 
market knowledge 







Rise of strategic partners 
and global localization and 
transnational corporations 
Rise of national 
champions and new lead 
firms 
Small and medium-sized 









Fiscal and financial 
incentives 
Source: Adopted from Yeung (2009) Table 2. 
 
However, the case of Chaoshan illustrates that trans-regional communities and state 
institutions can do more than that. In the context of China, through the cooperation between 
community organizations and state institutions, local firms benefit from a trans-regional 
supportive business environment. Meanwhile, trans-regional collective action of community 
organizations and state institutions promotes Chaoshan’s external coupling. Here I am not 
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arguing for entirely positive effect of the cooperation between community organizations and 
state institutions. Rather, within a business context lacking institutionalization and 
legitimation, such cooperation may hamper other social groups’ interests and result in 
negative outcomes of the society in the long term. Admittedly, since most Teochew 
associations are established within one decade, their facilitating role for the external coupling 
of Chaoshan is still at a preliminary stage. Next section will turn to overseas Teochew 
associations, which have emerged for over a century and been well developed in the sense of 
institutionalization and global networking, and explores their effect on Chaoshan’s 
transnational coupling. 
8.3 Overseas Teochew associations: mismatching the demand of Chaoshan’s 
external coupling 
Researchers have noted Chinese associations (huaren shetuan 华人社团 ) as 
institutionalized forms and important components of ethnic Chinese networks (Hamilton, 
1996; Li, 1995; Liu, 1998, 1999; Skinner, 1979). These formal and semi-formal organizations 
have a long history in providing social support for Chinese immigrants in host countries and 
maintaining transnational linkages among different countries and China. Given the large 
number of members as business people, these associations contribute to not only social 
cultural life but also economic benefits, including members’ transnational economic 
transactions in China. For example, Chinese associations help members get support from 
governments of their investment destinations in terms of insider information and preferential 
policies for land use, taxation, and so on (Hsing, 1998; Tan and Yeung, 2000b). 
Chapter 6 has shown declining overseas Teochew investment in Chaoshan. Hence 
overseas Teochew associations are unlikely to play a facilitating role with regard to foreign 
investment as the literature of transnational community organizations usually discusses. 
Notwithstanding, since domestic Teochew associations promote Chaoshan firms’ external 
coupling rather than enhancing investing activities within Chaoshan, is it possible that 
overseas Teochew associations contribute to a transnational associational economy for 
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Chaoshan? My fieldwork finds out that to date overseas Teochew associations fail to 
contribute to Chaoshan firms’ external coupling activities as effectively as domestic 
associations. On the one hand, the organizational form of Chaoshan firms’ transnational 
coupling results in less necessity of overseas Teochew associations to sustain a supportive 
extra-regional institutional context. On the other hand, it is difficult to build a transnational 
associational economy for Chaoshan firms’ transnational coupling, because the initiatives of 
overseas Teochew associations and Chaoshan governments are a mismatch for each other, 
while the demands of local firms are not well recognized in the collaboration. Therefore, this 
section focuses on overseas Teochew associations and attempts to unpack further the crucial 
factors that lead to the failure of these associations in building a transnational economy to 
enhance Chaoshan’s transnational coupling. 
8.3.1 The evolution of overseas Teochew associations 
From the nineteenth century, Teochew associations began to emerge in main harbor 
cities of China and Southeast Asia to sustain transnational Teochew business networks, such 
as Shanghai, Tianjin, Hong Kong, Singapore, Penang Malaysia, and so on (Lin, 2008). These 
associations served as platforms for mutual help among Teochew business people and 
representatives to protect their interests by bargaining against local governments and other 
business groups. They also played as rule-makers, supervisors, and intermediaries for their 
members to organize transnational business networks. In the first half of the twentieth 
century, overseas Teochew associations maintained close economic ties with the Chaoshan 
region. They acted as a major venue through which transnational investment plans were 
formulated and funds were collected to support village construction. Meanwhile, they served 
as a central mechanism to supply both formal and informal constraints to the working of 
business trust within Teochew transnational communities (Huang, 2008; Liu, 1999). 
The founding of the People’s Republic of China in 1949 disrupted the ties between 
overseas Teochew and the Chaoshan region. Hence, overseas Teochew associations less 
emphasized the connections with their hometown. Furthermore, as Southeast Asian countries 
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became independent from the mid twentieth century, most overseas Teochews secured the 
citizenships of their host countries and established local-oriented identity (Wang, 2003). The 
legal infrastructure of national economies developed in these countries, together with the 
increasingly regulated international business system, replaced overseas Teochew associations 
to organize and supervise economic activities (Lin, 2008). During this period, some overseas 
Teochew associations were set up outside Asia by the immigration of Teochews from Asia to 
Europe and the North America. The networks of Teochew associations expanded globally, 
especially in the form of a biyearly global conference, Teochew International Convention 
(TIC), which started from 1981 (Liu, 2000). Figure 1-2 has shown the countries where 
contemporary Teochew associations are located. Since the 1980s the Chaoshan region and 
domestic Teochew associations rebuilt the connections with overseas Teochew associations 
due to the economic reform and open door policies in China. Foreign and Overseas Chinese 
Affairs Bureaus (FOCAB) in the Chaoshan region serve as the government agencies 
responsible for affairs related to overseas Teochews and overseas Teochew associations. 
FOCABs maintain regular communication and mutual visits to overseas Teochew 
associations and participate in TIC regularly. In other words, Chaoshan governments have 
joined in the global organizational networks of Teochew associations.    
Although the connections with Chaoshan have been rebuilt, contemporary overseas 
Teochew associations do not function as they did in the first half of twentieth century 
mentioned earlier. The well-regulated national and international business system has replaced 
the role of overseas Teochew associations as a third party enforcement mechanism for 
transnational business trust. Teochew business people are able to cooperate in various 
economic forms such as joint venture rather than relying on overseas Teochew associations. 
However, these associations still contribute to Teochews’ economic activities. First, Teochew 
associations shape the sub-ethnic identity of Teochews, which provides a cultural foundation 
for Teochew business networks. As Liu (1998) points out, overseas Chinese associations are 
an extension and symbol of Chinese culture and tradition. So are Teochew associations. As 
overseas Teochew associations less directly involve in economic activities, they pay 
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increasing attention to the cultural sphere (Huang, 2008). A leader of TIC discussed the 
changing focus of overseas Teochew associations in a dinner with several leaders of Teochew 
associations in Singapore, 
Our focus is culture. We emphasize maintaining region ties… Members can do business by 
themselves, but we have to link them together. That’s why we emphasize on the cultural 
construction. Especially now most Teochews are not born in the Chaoshan region and do not 
have so strong Teochew identity as their fathers and grandfathers (Field note in Singapore, 04 
February 2010). 
      
His argument reveals a cultural turn in the foci of overseas Teochew associations, which 
partly results in the failure of collaboration between overseas Teochew associations and 
Chaoshan governments discussed later. The emphasis on strengthening Teochew identity 
instead of building economic ties with the hometown leads these associations to consider their 
connections with the Chaoshan region in cultural sense.  
Second, overseas Teochew associations offer opportunities to a number of business 
people to cluster at the same time, who share a common guanxi base, i.e. the same region of 
origin. Such agglomeration increases the efficiency of communication and information 
exchange, and facilitates members’ business development. As a participant of TIC joked, “the 
most important thing to attend TIC is to give out my name card and receive other’s name 
cards” (Interview in Chaozhou, 17, March, 2010). Liu (1998) illustrates that face-to-face 
contacts in Chinese associations are instrumental in the early stage of networking, although 
substantial discussion and actual business dealings happen after more interactions outside 
these associations. This occurs in overseas Teochew associations as well. 
Third, these associations maintain organizational connections among different social 
organizations and bridge Teochew firms to other social actors including state institutions. 
Studies of ethnic Chinese business in China have argued that Chinese associations help 
members build relationships with governments in China. Tan and Yeung (2000b) demonstrate 
that Hainanese investors from Singapore secured insider information from Hainan local 
government through corresponding clan associations. Overseas Teochew associations played 
such a role for Teochew foreign investment in Chaoshan from the 1980s to the early 1990s, 
	  	   202	  
although the decline of Teochew foreign investment limits this effect of Teochew associations 
in Chaoshan economy (Interview in Chaozhou, 17 March 2010).    
While Teochew associations within China have similar functions in these three 
aspects to some degree,37 the previous section has demonstrated that they can contribute to the 
construction of a trans-regional associational economy for the Chaoshan region. As for 
Chaoshan’s transnational coupling, although foreign investment in Chaoshan declined, local 
firms’ exporting activities are still crucial for the regional economy. Meanwhile, similar to 
domestic Teochew associations, overseas Teochew associations also maintain connections 
with state institutions of Chaoshan. Therefore, even though informal ties on the basis of 
Teochew community do not significantly facilitate Chaoshan firms’ coupling with 
international markets as Chapter 6 has shown, there still remains a question about whether the 
organizational linkages rooted from this transnational community affect Chaoshan’s 
transnational coupling. Next section attempts to tackle this issue.    
8.3.2 Failure in supporting the external coupling of Chaoshan 
 As discussed in Chapter 3, a region couples with international markets through 
foreign firms’ inward investment and local firms’ outward activities. In the take-off era of 
Chaoshan economy from the 1980s, overseas Teochew associations played an active role in 
enhancing the Chaoshan region’s international coupling driven by FDI (see Section 5.2.1). A 
former official of Chaozhou FOCAB considered overseas Teochew association as a necessary 
condition to attract FDI in this era since “it was difficult for Chaoshan governments to 
introduce Chaoshan economic opportunities to potential foreign investors without the help of 
these associations” (Interview in Chaozhou, 17 March 2010). However, with the decreasing 
overseas Teochew investment in Chaoshan from the mid 1990s, overseas Teochew 
associations paid less attention to cooperate with Chaoshan governments to facilitate foreign 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
37 As for Teochew associations within China, most of their members are first generation immigration, and some 
even remain the household in the Chaoshan region. So these associations do not have so strong initiatives for 
strengthening Teochew identity as those overseas. Their focus rests more on enhancing business cooperation rather 
than cultivating and promoting Teochew culture.   
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investment as other Chinese transnational community organizations often do, which has been 
mainly discussed in the existing literature.   
To date, the Chaoshan region achieves its transnational coupling mainly through local 
firms’ exporting activities. In general, Chaoshan firms serve as manufacturers in 
corresponding global commodity chains, and do not embedded in the localities of their 
partners so much as they do in the trans-regional coupling within China. Hence, in contrast to 
domestic Teochew associations that help Chaoshan firms deal with trouble in their hosted 
regions, overseas Teochews seldom engage in the transnational business of Chaoshan firms. 
As a local entrepreneur of a export-oriented firm argued, 
We only have to focus on production. We don’t care what happen on the market side as long as 
we deliver the products to the buyers and get the money… So I don’t see any necessity of 
contacting… overseas Teochew associations for our business… (Interview in Chaozhou, 13 
September 2010) 
 
This transcription indicates local firms’ passive status in light of the organization of 
production and marketing coordinated by overseas buyers and lead firms. Therefore, 
Chaoshan firms seldom utilize overseas Teochew associations’ organizational relations with 
non-local state institutions during their transnational coupling process.  
As last section elaborates, apart from sustaining a trans-regional supportive 
institutional environment, domestic Teochew associations catalyze the collaboration of 
Chaoshan governments and extra-regional actors to organize collective events to promote 
local firms’ external coupling, such as holding trade fairs. In the case of overseas Teochew 
associations, however, a similar transnational associational economy has not been achieved 
yet for the following reasons. 
On the one hand, overseas Teochew associations maintain relations with Chaoshan 
for a cultural purpose, while Chaoshan governments expect to attract FDI through these 
associations. This mismatch of initiatives hampers effective collaboration to promote the 
external coupling of the Chaoshan region. As mentioned previously, due to the cultural turn, 
overseas Teochew associations cooperate with corresponding actors in Chaoshan aiming at 
promoting Teochew culture and sustaining the Teochew identity. For example, overseas 
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Teochew associations usually invite Teochew opera troupes from Chaoshan to give shows in 
the region where they are located. Some associations, such as Teochew associations in 
Singapore, regularly organize group tours and summer camps of Teochew youths in 
Chaoshan (A Special Souvenir Publication for the 80th Celebrations of Singapore Teochew 
Poit Ip Huay Kuan, 2009). 
 Nevertheless, local governments still assume that overseas Teochews is likely to 
contribute to bringing foreign investment to Chaoshan, and tend to take advantage of 
organizational relations with overseas Teochew associations in this economic dimension. This 
partly results from the emphasis on economic outcomes within the system of Chinese 
governments. An example is the failed project of the industrial park of ASEAN Teochew 
business people in Chaozhou. This project was officially initiated from 2008. Chaozhou Daily 
(16 October 2009) reported that the land acquisition for constructing this industrial park had 
been completed in October 2009. However, my interview of a senior government official 
pointed out that this project was not really started yet by 2010. The Chaozhou government 
had introduced this project to influential overseas Teochew associations in Southeast Asia in 
order to attract investors, but few overseas Teochews had interests in it and no overseas 
Teochew associations would like to co-organize this project with the Chaozhou government 
(Interview in Chaozhou, 18 March 2010). In other words, because of the mismatching 
initiatives, Chaoshan governments and overseas Teochew associations failed to carry out such 
a transnational joint project that can potentially promote the external coupling of Chaoshan. 
 On the other hand, overseas Teochew associations and Chaoshan governments are not 
well aware of Chaoshan firms’ demand of transnational coupling, which makes joint events 
ineffective in promoting the external coupling of the Chaoshan region. Chaoshan 
governments also collaborated with overseas Teochew associations to manage international 
exhibitions in order to enhance the exports of local firms, as what they did for promoting 
domestic sales. However, my fieldwork reveals the negative effect of this attempt. 
Interviewees who participated in an international exhibition in Thailand organized by the 
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Chaozhou government all complained this exhibition as a waste of time and money, because 
the exhibition in Thailand failed to provide suitable potential buyers for their products.   
As shown in Chapter 6, the majority of Chaoshan firms’ foreign buyers are non-
Teochews, while the countries where overseas Teochews are clustered (i.e. Southeast Asia) 
are not primary markets of Chaoshan products. Moreover, unlike Teochews within China, 
many of who still have families or relatives in Chaoshan, contemporary overseas Teochews 
do not maintain such close social relations with the Chaoshan region. Hence, they are not as 
familiar with the situation of Chaoshan and the demand of Chaoshan firms as domestic 
Teochew associations, whose members may even at the same time operate firms in Chaoshan 
(c.f. the case of the Shanghai association mentioned earlier). Overseas Teochew associations 
hosted Chaoshan governments and firms and took part in organizing this event, but they were 
unable to select the suitable location and guests for Chaoshan firms as domestic Teochew 
associations did. As an official of Chaozhou government who participated in the Thailand 
exhibition said, “they helped us only because we were from the hometown… but they were 
not professional to do this (organize a trade fair for Chaoshan firms) at all” (Interview in 
Chaozhou, 18 March 2010).  
Furthermore, to some degree the government conducted this exhibition for political 
consideration rather than on the behalf of local firms. 2010 was the first year of the 
establishment of China and ASEAN Free Trade Area, and so Chaozhou government initiated 
this fair in order to carry out the strategies of Guangdong provincial government about 
enhancing the international trade with ASEAN countries (Chaozhou Daily, 13 September 
2010). But the Chaozhou government did not consult with any firms about this exhibition in 
advance (Interview in Chaozhou, 18 March 2010). Meanwhile, local firms attended this 
exhibition because they had to maintain so-called “good” relations with the local 
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government38 and considered this exhibition as “a political task” rather than business concern 
(Interview in Chaozhou, 29 July 2010).  
In contrast to Chaozhou-Shanghai Fair, no local industrial associations were involved 
in preparing this exhibition. The government decided everything about the Thailand 
exhibition without inquiring either local firms or industrial associations. Chaozhou 
government bypassed local industrial association and appointed selected firms to attend the 
exhibition (Interview in Chaozhou, 14 July 2010). Without the participation of industrial 
associations, local firms had no channels to express their demand of this exhibition as ceramic 
firms did in the Chaozhou-Shanghai Fair. As Foster (2008) argues, state agencies exercise 
extensive hierarchical control over business associations, even though official rhetoric and the 
formal organizational structure of associations both reflect business associations as 
independent organizations run by their members. In Chaoshan, whether an industrial 
association could serve as an effective bridge between firms and governments depends not 
only on the ability of industrial associations but also on the willingness of governments to 
allow them to engage in. In the case of the Thailand exhibition, two parties of organizers, the 
Chaozhou government and Thailand Teochew associations, were not aware of and/or ignored 
Chaozhou firms’ demand of such an international trade fair. Hence, it became an unsuccessful 
case of transnational collaboration for promoting Chaoshan firms’ transnational coupling.   
In short, overseas Teochew associations barely contribute to a transnational 
associational economy for the external coupling of Chaoshan, even though they have been 
better developed than domestic Teochew associations in terms of institutionalization and 
internationalization. The existing literature argues for the positive effect of transnational 
Chinese associations for the investment in China (e.g. Hsing, 1998; Wang and Lee, 2007). 
However, due the declining overseas Teochew investment in Chaoshan and the culture turn 
within associations, overseas Teochew associations seldom cooperate with local state 
institutions in terms of economic affairs. Comparing with trans-regional coupling within 	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
38 In China private firms usually have to maintain imitate relations with governments to secure a friendly business 
environment due to the dominant role of state institutions in the marketplace, c.f. related discussion in Section 
8.2.2. 
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China, overseas Teochew associations less engage in promoting supportive transnational 
business institutions for Chaoshan firms partly because of their organization of production. 
Although in some cases overseas Teochew associations collaborate with Chaoshan 
governments to organize joint activities to facilitate the external coupling, they are unfamiliar 
with local industries and hence unable to provide as effective support for constructing a 
transnational associational economy as domestic Teochew associations do.    
8.4 Concluding remarks: synchronizing firms, Teochew associations, and state 
institutions 
 This chapter has demonstrated the impact of the organizational forms of 
transnational/trans-regional Teochew communities, Teochew associations, on Chaoshan’s 
external coupling, following the discussion of informal ties on the basis of Teochew 
communities discussed in previous chapters. Domestic Teochew associations serve as an 
organizational channel for Chaoshan firms to deal with trans-regional business issues related 
to non-local state institutions. These associations cooperate with local institutions in 
Chaoshan to facilitate Chaoshan firms’ trans-regional coupling. Hence domestic Teochew 
associations can be considered as trans-regional assets for Chaoshan development, and 
contribute to the construction of a trans-regional associational economy. In contrast, overseas 
Teochew associations play little role in the external coupling process of the Chaoshan region, 
mainly because of the less engagement of overseas Teochews in the Chaoshan economy. The 
mismatching initiatives of Teochew associations and state institutions, and the ignoring of 
local firms’ demand, result in a failure of constructing a transnational associational economy 
for transnational coupling. 
According to the experience of Chaoshan, although the pattern of a 
transnational/trans-regional associational economy is just at the very beginning, it still implies 
a potential organizational way for regional development sustained by corresponding 
communities. To do so, the demand of local firms, initiatives of local state institutions, and 
the interests and capabilities of transnational/trans-regional community organizations should 
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match together in order to initiate an effective collaborative network. Local industrial 
associations serve as intermediaries of local firms and other organizational actors. The more 
transnational/trans-regional community members engage in the business of local firms, the 
more community organizations can contribute to construct such an associational economy for 
a region’s external coupling. As long as a region achieves the synchronization of local firms, 
community organizations, and state institutions, it can benefit from a transnational/trans-
regional associational economy to exploit local and non-local assets from a variety of actors. 
However, as this chapter has shown, the facilitating role of Teochew associations in 
Chaoshan’s external coupling is highly time-space contingent, conditioned by the institutional 
context in which they and related economic actors are situated. Therefore, the construction of 
a transnational/trans-regional associational economy is also a dynamic outcome of 
interactions among a variety of local and non-local actors, situated in peculiar institutional 
environments.   
Overall, the analysis of Teochew associations uncovers that transnational/trans-
regional communities may shape a region’s external coupling in an institutional way, apart 
from creating and sustaining relations between individual firms. As collective representatives, 
transnational/trans-regional community organizations contribute to the external coupling 
mainly through their interactions with state institutions, especially in the context that state 
institutions are powerful in shaping the business environment, such as China. As for the 
analysis of community organizations, state institutions and external coupling, the existing 
literature of transnational communities has not paid enough attention to these organizational 
forms of communities except for limited discussion on their intermediary role for transitional 
investment (Saxenian and Hsu, 2001; Yang et al., 2009), while the GPN literature usually 
focuses on state institutions’ strategies on holding global firms rather than their policies 
towards community organizations (Coe et al., 2004; Yeung, 2009b).  
Hence, the possibility of building a transnational/trans-regional associational 
economy for external coupling is neglected. The new regionalism literature has discussed the 
importance of local institutional presence for regional development. This chapter argues for 
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the transnational/trans-regional organizational cooperation supported by Teochew 
associations to promote external coupling. In other words, not only informal social networks 
but also institutional presence of transnational/trans-regional communities can facilitate 
regional development. In addition to attracting global firms directly, state institutions can 
develop collaboration with non-local community organizations to enhance local firms’ 
external coupling activities. Therefore, regional development is resulted from the dynamic 
coupling process between local firms and non-local actors, sustained by both social and 
institutional ties of transnational/trans-regional communities.   
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 Chapter 9 Conclusion 
9.1 Teochew communities and the external coupling of Chaoshan: summary of 
findings 
This research results from dissatisfaction with the analysis of regional development in 
the new regionalism literature and the GPN literature, in particular the previous research on 
ethnic Chinese networks and regional development in China. On the one hand, a regional 
economy is situated in trans-regional and even global networks and so non-local actors also 
shape the performance of local firms. On the other hand, economic transactions are usually 
integrated with non-economic relations, such as social ties on the basis of communities. This 
research attempts to answer two basic empirical research questions about whether and how 
transnational/trans-regional Teochew communities affect the economic development of their 
region of origin, the Chaoshan region. Yeung (1998) noted cooperative relations integrated 
with ethnic ties as hidden advantages of transnational Chinese firms. Transnational/trans-
regional Teochew communities, similarly, can be considered as hidden advantages of the 
Chaoshan region.  
The existing literature of regional economic development, though taking non-
economic factors into account, either lacks an extra-regional dimension or overemphasizes 
global-local connectivity (Chapter 2). It ignores trans-regional linkages within a country that 
can make significant contribution to regional economic development. This phenomenon is 
especially true in large countries such as the Chaoshan region in China. The existing literature 
also overlooks the domestic dimension of ethnic communities, which may facilitate the trans-
regional transactions of local firms. These theoretical challenges of the existing literature 
primarily rooted from the Anglo-American context require the theorization of dynamic 
economic changes in Asia (Yeung and Lin, 2003).  
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Grounded in the GPN theories, this thesis further develops a trans-regional analytical 
framework on regional development, arguing for three mechanisms to explain the external 
coupling of a region: (1) trans-regional organization of production and marketing; (2) trans-
regional communities; (3) state institutions (Chapter 3). This coupling perspective 
fundamentally advocates the idea that regional development is dynamic outcomes of the 
coupling process between local and non-local actors at multi scales. It is driven by local firms’ 
transnational/trans-regional organization of business, conditioned by transnational/trans-
regional communities and state institutions. This research focuses on the role of communities 
and identifies the causal mechanisms of facilitating external coupling: reducing information 
asymmetry, smoothing communication and building trust. Meanwhile, local firms can take 
advantage of the organizational relations between community organizations and state 
institutions to enhance their external coupling process. 
Having set the theoretical approach (Chapter 2 and 3) and utilizing data collected 
from intensive field research (Chapter 4), this thesis has examined the facilitating role of 
transnational and trans-regional Teochew communities during the external coupling process 
of Chaoshan firms. The Chaoshan region is the common origin region of Teochews within 
and outside China. In history transnational/trans-regional Teochew communities shaped 
Chaoshan economy. A brief introduction of contemporary Chaoshan economy in Chapter 5 
shows that overseas Teochews triggered Chaoshan’s economic development in forms of 
facilitating foreign investment and exports during the early post-reform era, whereas the 
domestic sales of local firms significantly contribute to the Chaoshan economy especially 
after 2000. Private manufacturing firms serve as key actors of regional economy and have 
developed hybrid forms of external coupling. These findings reveal a key missing dimension 
in earlier studies: the importance of trans-regional linkages within a country. Meanwhile, 
these findings require us to consider whether the role of transnational communities changes 
over time and whether trans-regional communities enhance regional economy as well. The 
existing literature fails to provide satisfactory answers to these questions.  
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Table 9-1 provides a summary of major findings in the form of comparing 
transnational and trans-regional Teochew communities in light of their effect on Chaoshan’s 
external coupling. In terms of organization of production and marketing, Chaoshan firms 
conducted different relations with their extra-regional partners. Chaoshan firms were 
embedded in global buyer-driven commodity chains as manufacturers. This situation of 
Chaoshan was similar to the previous research on Asian countries and regions within global 
commodity chains (Gereffi, 1996). Within global chains, local firms focused on the part of 
production while international buyers took charge of other up-stream and down-stream 
processes. Hence, the main concern of Chaoshan firms to couple with international markets 
rested on looking for buyers and maintaining cooperative relations with them (Chapters 5 and 
6). In contrast, the organization of trans-regional coupling within China was more complex. 
In addition to the producer–trading agent pattern that was similar to the producer–
international buyer pattern in transnational coupling, Chapter 7 has drawn on other 
organizations of external coupling, including producer–wholesaler, producer–exclusive 
distributor, and producer–non-local branch. In these patterns, Chaoshan firms managed closer 
relations with their non-local partners than the former one in terms of flexible transactions 
and frequent communication. Local firms played a more active role in conducting domestic 
marketing networks than during their exporting activities. 
Due to the various organizations of coupling, Teochew transnational and trans-
regional communities performed differently in Chaoshan firms’ external coupling process. 
Chapter 6 has demonstrated the declining significance of overseas Teochews in the Chaoshan 
economy. From the late 1980s to the early 1990s, overseas Teochews catalyzed FDI and the 
exports of the Chaoshan region. In this take-off era, Chaoshan was one of the earliest open 
regions in China and the channels to international markets were limited. Transnational 
communities offered a crucial way to connect Chaoshan with foreign investors and 
international buyers. When there emerged more alternative investment destinations in China, 
overseas Teochew investors moved to other regions since the institutional environment of 
Chaoshan was not so supportive for their business. Although the Chaoshan region was still an 
	  	  213	  
export-oriented economy, overseas Teochews did not play an important role in facilitating 
local firms’ exports as they did earlier.  
 
Table 9-1 Teochew communities and external coupling: a summary 






(ceramics, toys, wedding and 
evening dresses) 
• Producer-trading agent 
• Producer-wholesaler (toys) 
• Producer-exclusive distributor 
(ceramics) 
• Producer-non-local branch  
Teochew community • Bridge Chaoshan and international 
markets 
• Become less important due to the 
emergence of other global-local 
channels  
(ceramics, toys, wedding and 
evening dresses) 
• Help Chaoshan firms enter new 
markets  
• Smooth transactions between 
Chaoshan producers and non-local 
distributors 
• Create relational clusters of 
Chaoshan in distant specialized 
markets  
(toys, ceramics) 
State institutions (in 
terms of interactions 
with Teochew 
associations) 
• Emphasize foreign investment but 
ignore the cultural initiatives of 
Teochew associations and the 
demand of local firms about 
transnational coupling 
• Fail in effective collaboration for 
promoting external coupling 
 
• Collaborate with Teochew 
associations to secure trans-regional 
supportive institutional environments 
for local firms 
• Organize trans-regional collective 
events with Teochew associations to 
promote local firms’ domestic 
coupling (ceramics) 
Source: Author’s fieldwork. 
 
From the mid-1990s, particularly after 2000, other global-local channels replaced the 
intermediary role of transnational communities to connect Chaoshan firms and foreign buyers. 
With the help of local governments, Chaoshan firms began to participate in international 
exhibitions and trade fairs, which provided temporary agglomeration of local producers and 
international buyers. The development of online business empowered Chaoshan firms to 
approach foreign buyers at low costs. The agglomeration economy of industrial clusters in 
Chaoshan generated referral buyers from previous business partners, the spillover effect of 
international orders among local firms, and foreign buyers who directly came to Chaoshan to 
look for suppliers. As for coupling with international markets, in short, social ties on the basis 
of Teochew communities were useful in reducing information asymmetry between local and 
global actors, but this function only worked well under specific historical and intuitional 
conditions, and could be substituted by alternative global-local bridges.  
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In contrast to overseas Teochews, Chapter 7 has uncovered Teochew networks within 
China as an important platform for Chaoshan firms’ trans-regional coupling due to their 
peculiar forms of organizing domestic marketing networks. The pattern of producer–trading 
agent was similar to the situation of international coupling. Chaoshan firms did not depend on 
Teochew ties to a great extent. As for the producer-wholesaler pattern (as shown in the toy 
industry), social relations on the basis of Teochew communities resulted in flexible ways of 
trans-regional transactions. As for the producer–exclusive distributor/non-local branch 
relationships commonly found in the ceramic industry, Teochew trans-regional communities 
were especially crucial for Chaoshan firms to manage these trans-regional linkages through 
generating frequent communication and mutual trust. Meanwhile, Teochew trans-regional 
communities did not only sustain the linkages between individual firms. Through clustering 
in specialized markets, Teochew distributors cooperated within and across industries to 
enhance their competitiveness. The integration of business networks and social networks 
connected distant specialized markets of Chaoshan products to the Chaoshan region in a 
relational sense. Embedded in Teochew trans-regional networks, local firms benefited from 
trans-regional buzz and other assets of distant specialized markets such as instant market 
response. Teochew trans-regional communities even helped cultivate the growth of local 
firms with the ability to couple within the domestic market. 
In addition, the organizations of Teochew communities, Teochew associations, 
facilitated Chaoshan firms’ external coupling in some cases by utilizing their connections 
with state institutions. Chapter 8 has contended that domestic Teochew associations provided 
some organizational platforms for Chaoshan firms to overcome extra-regional business 
problems, especially those related to other social organizations such as state institutions. More 
importantly, these associations offered opportunities for the Chaoshan governments to 
manage trans-regional events to promote local firms’ external coupling. Domestic Teochew 
associations played a more positive role during this process than overseas Teochew 
associations, because domestic Teochew associations had better understanding of the demand 
of local firms and the initiatives of Chaoshan governments. This finding transcends the earlier 
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studies on constructing an associational economy for regional development, and furthers this 
argument into a multi-scalar concept. Meanwhile, the facilitating role of communities in 
constructing a transnational/trans-regional associational economy is highly conditioned by the 
peculiar institutional context that they are situated in. It also reveals that state institutions are 
likely to enhance local firms’ external coupling by collaborating transnational/trans-regional 
community organizations, rather than underscoring attracting global firms in previous 
research. 
In conclusion, the preceding chapters have shown that to explain the economic 
development of the Chaoshan region, it is inadequate to examine either “regional assets” or 
“global-local connectivity” (see Chapters 2 and 3). Coupling with international markets drives 
regional development, while coupling within the domestic market is equally crucial for the 
performance of local firms. A trans-regional analytical framework of regional development 
offers a refreshing lens through which we can better interpret the growth trajectories of a 
regional economy, especially one located in a large country.  
In light of four propositions developed in Chapter 3, the empirical findings of 
Chaoshan demonstrate that trans-regional communities do enhance a region’s external 
coupling through reducing information asymmetry, facilitating communication, building trust, 
and constructing a trans-regional associational economy. However, these functions are 
conditioned by local firms’ particular organization of production and marketing and the 
institutional environments in which they are situated. The existing research has asserted the 
facilitating mechanism of transnational communities for global-local coupling. This thesis, on 
the one hand, argues that trans-regional communities within a country also shape local firms’ 
behavior of managing their domestic business networks. On the other hand, the facilitating 
role of transnational communities is evolutionary and substitutable because it is conditioned 
by historically and geographically specific contexts. In short, adopted from the GPN 
framework, the conceptualization of external coupling in light of organization of production 
and marketing, transnational/trans-regional communities and state institutions allows us to 
appreciate the intricate and dynamic workings of various social and business relationships in 
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the interacting process between local firms and non-local actors. Such a process finally leads 
to regional economic development. 
9.2	  Policy	  implications:	  exploiting	  extra-­‐regional	  relational	  assets	  	  
As shown in Chapter 8, the Chaoshan governments have begun to realize the 
importance of trans-regional coupling within China and organized trade fairs to promote local 
firms’ domestic sales with the cooperation of domestic Teochew associations. This 
collaboration with Teochew associations, to some degree, sheds light on a first major policy 
implication of this research, which is concerned with a domestic dimension of regional 
development. Navas-Aleman (2011: 1395; italic in origin) argues that “it is possible to 
harness the potential of global, domestic, and regional markets to master all types of 
upgrading needed to compete in the global economy”. He notes that firms simultaneously 
serve international markets and the domestic market have better upgrading performance than 
those focusing on exports only. As for the toy industry and the ceramic industry in Chaoshan, 
domestic sales accounted for at least one third of the gross industrial production. Furthermore, 
Chapter 7 has demonstrated complex and hybrid organization of domestic marketing in these 
industries, which ensures local firms more positive and powerful positions within the trans-
regional business networks than their status in corresponding global commodity chains. 
Section 7.3 shows the geographical phenomenon of “distant relational clusters of a region”, 
which should partly be ascribed to the higher mobility of business people within a country 
than crossing national boundaries.  
In this globalization era, the key issues for many developing regions are how to 
attract foreign investment (Oman, 2000) and how to enhance exports  (Scott and Garofoli, 
2007b). Findings from this study indicate another regional development trajectory: cultivating 
trans-regional economic interactions between local and non-local actors within the same 
country. For regions that are endowed with a large domestic market, it is particularly 
important for local firms to pay attention within the country and for local governments to 
promote the domestic coupling of local firms. 
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Motivated by my concern with trans-regional coupling, a second major implication of 
this research is relevant to the construction of a trans-regional associational economy through 
utilizing trans-regional community organizations. Local governments should not commit 
themselves unnecessarily to engaging such trans-regional collaborative networks, because 
they are empowered in managing organizational linkages with a variety of social 
organizations. Apart from state institutions, trans-regional community organizations are likely 
to serve as a crucial player in such a trans-regional associational economy. The geographical 
embeddedness in host regions and the social embeddedness in the home region endow this 
kind of organizations with the familiarity of both regions, probably including the 
characteristics of local firms in their home region. Hence, trans-regional community 
organizations provide extra-regional relational assets for local governments and local firms 
when they endeavor to manage trans-regional activities. It is worth pointing out that the 
Chaoshan region is not unique in this aspect. Fewsmith (2008), for example, examines 
Wenzhou trade associations’ rapid geographical expansion throughout China. He illustrates 
that with the help of state institutions, these trade associations collaborated to protect the 
interests of Wenzhou manufacturing firms in global markets. 
However, in order to utilize these extra-regional assets effectively, it requires certain 
local institutional supports. The failure in managing an international trade fair for Chaozhou 
products discussed in Chapter 8 implies the importance of industrial associations to express 
local firms’ interests during this collective event. Without such channels to bridge local firms 
and other social organizations, it is difficult for local governments and transnational/trans-
regional community organizations to conduct a effective event that satisfies the demand of 
local firms’ external coupling, unless community organizations are well aware of their needs 
clearly. In fact, the successful case of Wenzhou mentioned above should also be attributed to 
the well-developed business associations within Wenzhou, which are noted as “voluntary, 
independent, and autonomous business associations” and “a new genre of organizations in 
China” (Zhang, 2008: 227). Therefore, since the Chaoshan region has been endowed with 
abundant non-local assets on the basis of Teochew communities, it might be useful to 
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generate corresponding business associations on the behalf of local firms to participate in 
transnational/trans-regional organizational collaboration, which aims at promoting 
Chaoshan’s external coupling.  
A third implication of this study is concerned with Chaoshan governments’ policies 
towards overseas Teochews. Chapter 6 has noted that cultural affiliation alone was unable to 
sustain the investing activities of overseas Teochews in the long term. These investors 
preferred other regions in China where the business environment was more supportive than 
the Chaoshan region since “Chinese is enough” (Interview in Yiwu, 8 April 2010). The 
response of overseas Teochew associations in Chapter 8 echoes that for overseas Teochews 
the motivation of investing back in the hometown was very weak. These findings suggest that 
Chaoshan governments reassess their strategies of attracting FDI from overseas Teochews. 
Without improving the local institutional environment for foreign investment, the Chaoshan 
region will find it difficult to attract foreign investment by only relying on the cultural 
connections with overseas Teochews. Instead, since the transnational coupling of Chaoshan 
primarily consists of local firms’ export activities, the Chaoshan governments can reconsider 
utilizing their resources of overseas Teochews for these activities. Co-organizing 
transnational trade fairs with overseas Teochew associations can be a useful way. Even 
though Chapter 8 illustrates an unsuccessful case of international exhibitions, this failure 
mainly resulted from the missing presence of local firms’ interests, rather than this approach 
per se.  
Related to the second implication, in addition to overseas Teochews, Chaoshan 
governments should pay more attention to the social and organizational resources of non-local 
Teochews within China as well. As Chapter 7 has shown, social ties on the basis of trans-
regional Teochew communities sustained local firms’ domestic coupling. Therefore, it is 
equally important to develop cooperative strategies with the trans-regional communities 
within China. In short, both transnational and trans-regional Teochew communities offer 
extra-regional relational assets for the Chaoshan region. Chaoshan governments can adopt 
dynamic policies to take advantage of these assets to promote the external coupling according 
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to the changing situation of transnational/trans-regional communities and the real demand of 
local firms. 
9.3	  Looking	  back:	  an	  auto-­‐critique	  	  
This thesis offers a trans-regional analysis to redress a bias in the existing research on 
regional economic development towards global-local linkages. Based on a multi scalar 
analysis, this thesis attempts to unpack the mechanism of how transnational/trans-regional 
communities affect the external coupling process of a region. It is worth noting that this 
research is not arguing in a deterministic and universal manner for the importance of all 
transnational/trans-regional communities for regional development. Rather, it demonstrates 
that the significance of communities is subject to peculiar historical and geographical contexts. 
Thus, the research design is confined to the empirical studies of Teochew business people and 
local firms in the Chaoshan region. Setting the boundary of this research, this section 
develops an auto-critique to evaluate its accomplishments and limitations in terms of 
theoretical discussion, methodology, and empirical findings.  
At the theoretical level, this thesis has furthered a multi-scalar framework of regional 
development by combining both global and domestic dimensions, based upon a diverse range 
of regional development literature. This framework has been proven rather helpful in this 
study of the Chaoshan region, because the domestic market is essential for the economic 
development of a region within a large country. Meanwhile, this thesis interprets regional 
development as results of interactions between local and non-local actors and takes into 
account transnational/trans-regional communities and state institutions. In doing so, it moves 
beyond a firm-centered explanation and encompasses trans-regional social spheres of regional 
economy (e.g. social ties on the basis of Teochew communities and extra-regional Teochew 
associations).  
Notwithstanding, this study may err on separating community relations from business 
relations. Chapters 6 and 7 have clearly pointed out that economic ties between Chaoshan 
firms and extra-regional partners are integrated with their social relations on the basis of a 
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Teochew community. Singling out one type of relations from another may overlook the 
overall causal mechanism of these external-coupling activities. This leads to another potential 
problem of this thesis: what is the underlying causal mechanism of external coupling? 
Transnational/trans-regional community ties are necessary conditions for external coupling 
only within particular institutional context at particular moment, subject to the corresponding 
organization of production and marketing.  Hence, this thesis has provided only a fragment of 
the theoretical and empirical knowledge shedding light on transnational/trans-regional 
communities as a facilitating mechanism of external coupling. 
In terms of methodology, this research has succeeded in combining quantitative and 
qualitative data as well as primary and secondary data. This study has utilized both 
quantitative questionnaire surveys and qualitative in-depth interviews and sought information 
from local firms in Chaoshan, non-local Teochew business people, Teochew associations, 
Chaoshan governments and industrial associations. On the skeptical side of the story, 
however, given the limited time and funding, the majority data were collected during the 
fieldwork in China, and hence the situation of oversea Teochews presented in this thesis may 
be too “thin” and lacking in details. Another possible methodological critique is the validity 
of measuring the importance of social relations on the basis of Teochew communities by the 
interview method. It lacks measurable indicators for the interactions between social relations 
and business activities in interviews. Interpretation of this issue may be considered as 
subjective and context-sensitive in this thesis. In addition, some researchers may argue that a 
lack of data from non-Teochews would cause the self-evident problem of counter-factuality. 
Admittedly, complementary information of non-Teochews can provide a comparison of 
Chaoshan firms’ interactions with Teochews and non-Teochews and lead to more 
comprehensive understanding of the role of communities in external coupling. Because of the 
main research goal of exploring the inherent mechanism of communities for external coupling, 
and due to the time and financial constraints, this thesis sets the research boundary by merely 
focusing on Chaoshan firms and Teochew business people as discussed in the beginning of 
this section. 
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In the empirical realm, this thesis has provided much-needed empirical evidence to 
support the argument that transnational/trans-regional communities can significantly affect 
the external coupling process of a region, conditioned by organization of production and 
marketing and institutional environments. This study of the Chaoshan region breaks away 
from the existing literature’s preoccupation with global production networks as the central 
driving force for regional development. It offers empirical cases of developing regions in 
large countries, whose economic development does not only depend on global-local 
connectivity but also on trans-regional linkages within the domestic market. However, this 
study has overlooked several critical issues that are beyond the scope of this thesis and can be 
directed towards an extended research agenda in future studies, such as the comparison of 
non-Teochew business people mentioned above. Meanwhile, due to the research foci and the 
constraints of time and space, this thesis put aside some issues that may relate to the impact of 
transnational/trans-regional communities on the coupling process, such as intra-community 
conflicts, the competition among three cities in the Chaoshan region, and the negative effect 
of communities on economic activities, and so on. Before proceeding to the following section 
of the future research agenda, a potential critique of empirical findings should be noted, 
which is concerned with the issue of external coupling and regional development. Chapter 5 
has elaborated that the development of Chaoshan economy is attributed to its transnational 
and trans-regional economic interactions, i.e. external coupling. With foci of Teochew 
communities for the Chaoshan economy, Chapters 6, 7 and 8 discuss the role of communities 
in the process of external coupling. However, “external coupling” cannot be considered as an 
equivalent of “regional development”. Regional economic development should be measured 
in a large variety of indicators. This thesis primarily explores the process of external coupling, 
and to some degree neglects other dimensions through which transnational/trans-regional 
communities may positively or negatively impact on regional development.   
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9.4	  Looking	  forward:	  the	  future	  research	  agenda	  	  
The critique of lacking comparative studies mentioned previously leads to the first 
area for further studies. In fact, a set of further research agenda on comparative studies has 
hinted a potential critique of China execptionalism in this thesis, that is, whether the findings 
in this research is unique to China, or even the Chaoshan region only. On the one hand, 
Teochew communities are a peculiar type of ethnic communities, which are not unique in 
China or all over the world. In addition to ethnic communities, there are various forms of 
transnational and trans-regional communities, such as technical communities, business 
communities, professional communities, and so on. My research on Teochew communities in 
nature is about the relations between social ties and economic activities, and so this research 
is unlikely to be essentially China exceptionalism. On the other hand, further comparative 
studies will help uncover the roles of Teochew communities more comprehensively (e.g. both 
negative and positive effect) and generalize these facilitating mechanisms of external 
coupling, and thus reduce the potentiality of China exceptionalism.    
This thesis only focuses on how Teochew transnational/trans-regional communities 
shape the external coupling of the Chaoshan region. It has not yet addressed the question to 
what extent these community ties are good for the performance of local firms. Since it is 
difficult to measure the impact of social relations on economic activities accurately, 
comparing the different ways of doing business with Teochews and non-Teochews can 
indicate the pros and cons of utilizing community ties to promote local firms’ business and 
further the understanding of this facilitating mechanism of external coupling. For example, a 
Teochew mentioned that they would clarify the responsibility explicitly when doing business 
with non-Teochews, but pointed out that the flexible relations between Teochew business 
partners made them cope with difficulties more effectively and rapidly (Chapter 7). However, 
the former may cultivate better institutionalization of the economic activities of both parties 
and lead to better development of firms in a long term.  
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Furthermore, this perspective can be applied to cross-region comparisons and cross-
sector comparisons. As mentioned in the section of policy implications, another region of 
China, Wenzhou, is also endowed with a trans-regional community consisting of Wenzhou 
business people and corresponding associations. If the Wenzhou community plays a different 
role in Wenzhou economy from the Teochew community for Chaoshan, we have to find out 
what factors cause the different effect of trans-regional communities. If the Wenzhou case is 
similar to the Chaoshan one, it may help us generalize the mechanism of trans-regional 
communities for regional development.  
Meanwhile, this thesis examines transnational/trans-regional communities through 
the case of the toy industry, the ceramic industry, and the wedding and evening dress industry, 
all of which are relatively low-tech industries. A group of scholars have examined 
transnational Taiwanese communities and the development of high-tech industries in Taiwan 
(Hsu and Saxenian, 2000; Saxenian, 2002; Saxenian and Hsu, 2001; Saxenian and Sabel, 
2008b; Yang et al., 2009). This thesis has pointed out some similarities and differences of 
Teochew communities and Taiwan engineer networks (such as in Section 6.2.2). Comparing 
the roles of transnational communities in various types of industries would provide further 
interpretation of the facilitating mechanism of external coupling and policy suggestions on 
how to utilize these communities. The existing literature emphasizes transnational Taiwanese 
communities promote the high-tech industries of Taiwan in terms of intensive knowledge 
exchange, industrial upgrading, and even institutional upgrading (e.g. the development of 
venture capital in Taiwan), which have not been clearly found in the case of Chaoshan. Is it 
only because of the characteristics of industries in which transnational/trans-regional 
communities are engaged? If there are other reasons, is it possible for the Chaoshan region to 
take advantage of its transnational/trans-regional communities to achieve industrial upgrading 
or even institutional upgrading? 
Because of the inherent constraint of the research design, this research has primarily 
paid attention to the interactions between transnational/trans-regional communities and 
economic activities. It devotes relatively little attention on industrial clusters, which give rise 
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to alternative global-local channels to replace the intermediary role of transnational 
communities (Chapter 6). The empirical findings also show industrial clusters in Chaoshan 
are connected with distant specialized markets on the basis of relational proximity generated 
by Teochew trans-regional communities (Chapter 7). These findings require further 
explanation of industrial clusters. The replacement of overseas Teochews as global-local 
bridges implies that local firms may have different demand of transnational communities in 
light of the particular developing stage of industrial clusters. When industrial clusters become 
well developed, local firms do not have to utilize extra-regional social ties to approach non-
local business partners since the clusters per se are able to provide a pool of non-local buyers 
large enough for local firms.  
Moreover, at this stage transnational/trans-regional communities are likely to play 
other roles for the external coupling process of local firms. Chapter 7 reveals that a Teochew 
trans-regional community generates buzz that transcends regional boundaries and spreads in 
the Chaoshan region and specialized markets in distance. This finding challenges the 
overterritorialization of the concept of “buzz” in existing literature and hints at the function of 
communities in the aspect of trans-regional knowledge exchange and creation for well-
developed industrial clusters. In other words, this thesis has raised questions of industrial 
clusters that remain unanswered: in a long term, do transnational/trans-regional communities 
impact on the development of industrial clusters positively or negatively, or become 
irrelevant? What are the necessary conditions of local firms to couple with international and 
domestic markets at different developing stages of industrial clusters? Should we interpret the 
competitiveness of industrial clusters in a territorial sense or in a relational sense? These are 
certainly important questions that demand further rigorous research. They have serious 
implications for the conceptualization of industrial clusters and regional development over 
time and space. 
To end this thesis, let me return to the trade fair of Chaozhou products in Beijing 
mentioned at the beginning of this thesis. The products shown in the fair were made in 
industrial clusters in the Chaoshan region, exported to global markets, and now distributed 
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within the domestic market. Going much beyond this exhibition, my thesis is a story about the 
economic development of developing regions embedded in multi-scalar business networks, a 
story about the sustaining interactions between local manufacturing firms and their extra-
regional partners, a story about the integration of trans-regional economic linkages and non-
local relational assets on the basis of communities. On the whole, this thesis interprets such a 
story, arguing that regional development is driven by the coupling process between local 
firms and counterparts in international markets and the domestic market, which is strongly 
sustained by corresponding transnational and trans-regional communities.   
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